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WORLD MEWS 

Lamb and calf 
brains may be 
added to EU’s 
food chain ban 

Brains of calves a pd lambs, 
favoured as delicacies by many 
people, including French presi- 
dent Jacques Chirac, could soon 
be removed by law from the 
tables of Europe as the European 
Commission considers widening 
to younger animals Its food-chain 
ban on cerebral matter of sheep, 
cows and goats more than one 
year old. Page 18 

US pressed on aan cUona 

Canada and the European Union 
are pressing the US to accept 
strict limits on extra-territorial 
measures affecting investments 
by non-US companies in third 
countries. Page 3 

BAA to continue discounts 

BAA, the UK airports operator, 
says it will still offer European 
passengers a discount of some 20 
per cent on liquor and tobacco, 
even if tax and duty-free shop- 
ping In Europe is abolished in 
July 1999. Page 20 

Consumer protection target 

Britain plans to use its presi- 
dency of the EU next year to har- 
monise consumer protection laws 
and product safety standards 
among member states. Page 2 

Serbia privatisation in doubt 

Electoral setbacks for the ruling 
Socialists and confusion over a 
new privatisation law have 
thrown doubt on Serbia’s plans 
to sell state-owned assets at what 
one bank has called “bargain 
basement prices”. Page 2 

Romania to opon poifeo files 

Romania has decided to open the 
files of the Securitate, the 
dreaded secret police of the for- 
mer Communist regime. Page 2 

Russian dsbt dsal advances 

Russia wflJ take the final step in 
restructuring the foreign debt of 
the former Soviet Union next 
year when the country’s top debt 
negotiator expects to complete a 
deal on 95bn-$6bn worth of sup- 
pliers' credits. Page 2 

Ban on Japanaao ships to and 

The independent US Federal - - 
Maritime Commission is today 
expected formally to lift a ban 
against Japanese shipping com- 
panies using US ports, following 
a tentative agreement over 
reforms to restrictive harbour 
practices in Japan. Page 3; Edito- 
rial Comment, Page 17 

Thai finance minister cjufts 

Thanong Bidaya, Thailand's 
fmtmcfr minister, said he would 
step down because he lacked the 
power and seniority to imple- 
ment the tough reforms needed 
to solve Thailand’s economic and 
financial crisis. Page 18 

SchrMor takes fourth wMa 

Gerhard Schr&der, likely leftwing 
Social Democrat challenger next 
year to Germany’s Chancellor 
Helmut Kohl has married for a 
fourth time. Schr&der, 53, pre- 
mier of Lower Saxony, wed jour- 
nalist Deris Koepfc 33. 

Truck crash kffls 65 

A truck overloaded with 120 
people fleeing fighting in Free- 
town, Sierra Leone, tipped over 
and fen from a bridge, killing 65- 

Cbina on trade mission 

China has sent its largest pur- 
chasing wriarinn to the US in a 
bid to to ease concerns over the 
trade deficit between them before 
President Zemin’s visit to Wash- 
ington next week. Page 4 

Uttar Pradesh coalition crisis 

The government of turbulent 
Uttar Pradesh, India’s most popu- 
lous state, appeared to have col- 
lapsed as the low-caste Babujan 
Samai party withdrew from a 
seven-month-old coalition with 
the Hindu nationalist Bharatiya 
Janata party. Page 4 


EMS: Grid 


BUSINESS NEWS 


Coca-Cola and 
AT&T prepare 
for changes 
at top level 

Coca-Cola and AT&T are both 
preparing for changes at the top 
following the death of Coca- 
Cola's chairman and chief execu- 
tive Roberto Goizueta, and a deci- 
sion on a successor for AT&T's 
Robert Allen. Coca-Cola is expec- 
ted to choose chief operating offi- 
cer Doug Ivester, whilst AT&T is 
set to announce It has chosen 
Michael Armstrong, of Hughes 
Electronics. Page 13; Obituary. 
Page 22 

EU competition commissioner 
Karel van Miert has ordered a 
final review of the merger of P&O 
and Stena Line's cross-Channel 
ferry operations - a signal the 
year-long approval process is 
coming to a close. Page 20 

Kmemwi Anglo-Norwegian 
engineering and shipbuilding 
group, is close to a deal to take 
over the Philadelphia Naval Ship- 
yard and convert to build com- 
mercial tankers, creating up to 
6,000 new jobs. Page 19 

Redland, UK roof tile and 
aggregates group, has received 
approaches from rivals interested 
in buying all or part of it after 
last week's £L67bn ($2.7fan) hos- 
tile bid from French building 
materials group Lafarge. Page 19 

Ecuador, world's biggest banana 
exporter, is demanding full com- 
pliance by the European Union 
with a WTO ruling ordering it to 
dismantle part of its banana 
import regime. Page 3 

MA, German-owned bearings and 
car parts company, is planning to 
expand its UK plant In Llanelli in 
south Wales. Page 6 

Marcadas-Bans of Germany is 
to challenge British carmaker 
Rolls-Royce Motors by unveiling 
a “concept" car to form the basis 
of a new luxury limousine. 

Backed as a Maybach, it will go 
an show at this week's Tokyo 
motor show. Page 18 

MTorfdTai, London-based 
telecoms group, has linked up 
with Telefonia Inalambrica del 
Norte and Bell Canada Interna- 
tional to offer local phone ser- 
vices in Mexico. Page 6 

Egypt is to issue 2300m of 
eurobonds to establish a sover- 
eign benchmark - giving domes- 
tic banks cheaper access to inter- 
national markets. Page 22 

EurogoM, a joint 
French-Australian-Canadian ven- 
ture, has had its operating 
licence cancelled by a Turkish 
court just as the country’s first 
gold mine was to begin produc- 
tion. Page 19 

China's biggest Hong Kong-listed 
companies - the 'Red chips’ - are 
to hbld talks in Beijing with poli- 
ticians and regulators in a bid to 
gain support for asset injections 
and acquisitions. Page 4 


UK seeks to 
reassure EU 
partners over 
entry to Emu 

Concern growing over possible 
turbulence in financial markets 


By Robert Peston and Samer 
Iskander in London and Lionel 
Barber In Br u s s e ls 

The British government last 
night sought to reassure Euro- 
pean partners about joining a sin- 
gle European currency following 
growing concern there would be 
severe turbulence in European 
financial markets today. 

The government indicated it 
was “highly unlikely" that 
Britain would Join the single cur- 
rency for up to three years after 
Its scheduled launch on January 
1, 1999. But. in a nod to financial 
markets. Gordon Brown, the UK 
chancellor, made clear he 
retained a positive attitude to 
European economic and mone- 
tary union fEmu). “We remain in 
principle in favour of Emu." said 
an adviser. 

The government response 
comes after a sharp increase In 
UK equity prices following a 
Financial Times report last 
month that Britain was moving 
closer to participation. However, 
statements over the weekend 
made clear a decision on UK 
entry Is likely to be deferred until 
after the next general election. 

In a further attempt to calm 
equity, bond and currency mar- 


kets. Mr Brown is expected to 
make another statement today 
that government policy will be 
geared to meeting his "five eco- 
nomic tests" which he has set as 
preconditions of sterling's mem- 
bership of a single currency. 
These include sticking to the eco- 
nomic convergence criteria relat- 
ing to public borrowing and debt 
ratios laid down in the Maas- 
tricht Treaty and the so-called 
"stability pact" to be followed by 
Emu members. 

Market turmoil could severely 
test a new electronic trading sys- 
tem to be inaugurated on the 
London Stock Exchange today. 
"Anything that points to a delay 
in joining Emu would cast a 
shadow on the stock market," 
said David Brown, chief Euro- 
pean economist at Bear Steams. 

Tony Blair, the UK prime min- 
ister, will say today in a meeting 
with Chancellor Helmut Kohl of 
Germany that sterling Is likely to 
remain outside Emu for several 
years. "Tony [Blair] will be com- 
pletely frank," said one of his 
close colleagues. But the govern- 
ment's unclear signals have 
prompted EU leaders to adopt a 
"wait-and-see" policy towards 
Britain joining Emu. Few expect 
it to join the first wave, but the 



Gordon Brown yesterday made it clear the UK was still committed to 
monetary union despite being 'highly tmlikely’ to join in 1999 


feeling remains the UK will join 
in time for the introduction of 
euro notes and coins in 2002. 

Earlier bullish reports about 
Britain joining Emu at a rela- 
tively early stage encouraged 
Europeans who, for different rea- 
sons, want Britain to join as soon 
as possible. The pro-Emu camp in 
Scandinavia believes early Brit- 
ish entry would allow sceptical 
Denmark and Sweden to ride in 
on Mr Blair's coat-tails. Many 
Germans believe Labour’s blend 
of flexible labour markets and fis- 
cal discipline would help to make 
make Emu work and be a useful 
antidote to the French tendency 
towards state Intervention. 

If Labour is now considering 
ruling out British entry for the 
lifetime of the present parlia- 
ment, this would cause disap- 
pointment A widespread view is 
that Mr Blair has no need to 


close off options on Emu at this 
stage. In this respect, Europeans 
are looking less towards a defini- 
tive official statement to parlia- 
ment in the next few weeks than 
to what Mr Blair will have to say 
in May 1998 when he chairs the 
summit at which the Emu mem- 
bers will be selected. 

If the British government 
adopts a more negative attitude 
towards Emu, it will reinforce 
the view that Mr Blair's pledge 
that Britain intends to seize a 
"leadership" role in Europe is 
mere talk. The recent French ini- 
tiative to launch a new Franco- 
German-Russian summit was a 
warning shot to Mr Blair that 
Britain does not have a guaran- 
teed seat at the top table. 


Editorial Comment, Page 17 
Lex, Page 18 
Markets, Page 25, 


Saudis ban foreigners from gas fields 

Government decides against exports in spite of massive reserves 



. UK brewer, is taking court 
action after falling to delay 
moves by Japanese bank Nomura 
to merge Czech brewers Radegast 
and Plzensky Prazdroj. Page 21 

Faiconbridga, Canadian m i nin g 
company, has a 74 pm* cent fall in 
third quarter profits, because of 
declining nickel prices and a 
strike in August. Page 29 

Costa Rica’s Supreme Court 
told the state-owned Electricity 
Institute to stop work on power 
lines supplying a chip factory 
being built by Intel Page 5 

Sooth Kona is to establish a 
3£00bn won ($S£hn) fund to save 
financial institutions by writing 
off bad loans. Page 2 

Vanguard, US-based company 
which is the world's second-larg- 
est mutual fund manager with 
assets of S370hn. is considering 
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The Austrian 9 Chdling replaced trie French franc as the weakest currency In the 
European monetary system. Currencies, Pag® 27 


By Robert Corabw In Yanbu, 
Saudi Arabia 

Saudi Arabia yesterday dashed 
the hopes of western energy com- 
panies when It declared natural 
gas exploration and production 
in the kingdom off-limits to for- 
eigners for the foreseeable future. 

Riyadh also decided against 
exporting natural gas, even 
though western experts say it 
could become an important force 
in the growing international gas 
trade. Saudi reserves of natural 
gas are estimated at 204 trillion 
cubic feet, which would put the 
kingdom among the world's lead- 
ing producers. 

Ali Naimi. the ofl minister, said 
the direct Involvement of foreign 
companies to the up-stream gas 
sector "is not needed”. He said 
Saudi Aram co, the state oil com- 
pany, "was up to the task of 
developing the up-stream gas sec- 
tor with little direct involvement 
of others." 

'Western oil companies had 
todicated they were prepared to 
spend billions of dollars in the 
Saudi natural gas industry, for 
domestic purposes and large- 
scale export schemes. They bad 
hoped this might prove a step 
towards greater participation in 
the petroleum industry of Saudi 
Arabia, besides Kuwait the only 
big Arab oil producer closed to 
direct foreign investment 
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Demand for gas in the kingdom 
is growing at about 8 per cent a 
year. High demand has recently 
prompted Aramco to begin 
searching for pure gas fields. Pre- 
viously all gas produced was a 
by-product of oil production. 

Gas is increasingly seen as 
vital to boost power generation 
and as feed stock for the fast- 
growing petrochemical industry, 
centred on Jubail on the Gulf and 
Yanbu on the Red Sea. 

Foreign Investment in the oil 
industry would be politically 
explosive, given the history of 
western exploitation of the king- 
dom’s reserves and the very high 
profit margins that can be earned 
as a result of Saudi Arabia's low 
production costs. Returns on nat- 
ural gas are much more modest 
and the foreign companies had 
hopes that the development of 
gas fields would have been less 
politically contentious. 

Western companies had pro- 
posed several schemes by which 
Saudi Arabia could have met 
domestic demand while becoming 
a substantial exporter. 

Mobil of the US believes Saudi 
Arabia could build a world-class 
liquefied natural gas facility for 
export to fast-growing Asian mar- 
kets. Eni, the partially privatised 
Italian oil group, says future 
reductions in the cost of long- 
haul transport of high pressure 
gas could even allow Saudi gas to 


be piped to the European market. 

But Mr Naimi yesterday 
rejected such proposals, at least 
for the time being. Western oil 
executives, however, said it was 
still not clear whether Aramco, 
the world's largest oil exporter, 
will be able to undertake a mas- 
sive expansion of its gas explora- 
tion and production programme 
at the same time as maks-ng big 


investments to maintain oil out- 
put at 8m barrels a day. 

Government finances have 
improved as a result of higher oil 
prices but there is still pressure 
for additional revenue. Yesterday 
Ibrahim A1 Assaf, the finance and 
economy minister, announced 
that the privatisation of the state 
telecommunications company 
will take place to “early 1908”. 


Excited by Jazz 

Philharmonia’s 
new conductor 
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Investors 
set for wave 
of European 
share issues 

By Paul Betts in (Milan 
and Tom Bums in Madrid 

Investors will be faced tilth a 
wave of European privatisation 
share issues this week as the Ital- 
ian government sells its entire 
-M.7 per cent stake in Telecom 
Italia, shares in France Telecom 
go on sale and the partial privati- 
sation of Endesa, the Spanish 
power group, is completed. 

The Italian government is set 
to raise a total of L26.300bn 
($l5.2bol from the sale of its 
stake in Telecom Italia - 
Europe's biggest secondary offer- 
tog. 

The shares go on sale today - 
at the same time as shares in 
France Telecom make their debut 
on the Paris and New York stock 
exchanges after the country’s 
most successful privatisation. 
The partial privatisation of End- 
esa, the Spanish power group, is 
also completed today. 

On Saturday, the Italian Trea- 
sury set a maximum price of 
LI 1.200 a share for the 700m 
shares on offer to Italian retail 
investors until Friday. Another 
700m shares are being offered to 
institutional investors in Italy 
and elsewhere, as well as for pub- 
lic offerings in the US and Can- 
ada. 

The government has placed 
9.02 per cent of its stake, worth 
about L5,6O0bn. The Treasury 
said about lm Italian savers were 
expected to subscribe to the offer. 

The success of the French gov- 
ernment’s sale of 25 per cent of 
France Telecom, which was 
heavily oversubscribed, has also 
Increased the government's confi- 
dence over the outcome of one of 
its most ambitious privatisations. 

The price of the $5.4bn Endesa 
initial public offering will be 
fixed after the New York Stock 
Exchange closes today. The 260m 
Endesa shares will be allocated 
tomorrow, reducing the share- 
holding of the government’s hold- 
ing company, Sepl, in the power 
group from 67 per cent to 42 per 
cent 

The Italian government holds a 
225m-share greenshoe option for 
Telecom Italia - a packet of 
shares held back which, can be 
issued after the listing to stabi- 
lise the share price. Some 150m 
shares have been reserved to ful- 
fil bonus share entitlements for 
Italian retail investors who 
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Moscow is preparing to pursue its own debtors - Vietnam and Algeria are first in-line 


Russia set for final debt restructuring 


NEWS DIGEST 


By Chrystia Freeland 
in Moscow 

Russia will take the final step in 
restructuring the foreign debt of 
the former Soviet Union next year, 
when the country's top debt negoti- 
ator expects to complete a deal on 
$obn-S6bn worth of suppliers' 
credits. 

"After tbe suppliers' credits are 
restructured. Russia's foreign debt 
will be fully restructured," Andrei 
Kostin, president of Vnesheconom- 
bank. the state-owned bank respon- 
sible for senicing Russia's foreign 
debt, said in an interview. "We will 
do this some time next year." 


The suppliers' credits, money 
owed to foreign suppliers of goods 
and services left in the lurch when 
the disintegrating Soviet Union 
defaulted on its foreign debt in 
1991, are tbe last piece In the for- 
eign debt puzzle which Russia was 
left to reconstruct after the col- 
lapse of the USSR. 

Russia took a big step in 
restructuring its foreign debt this 
month, when it concluded a 25-year 
repayment deal covering $33bn 
worth of credits owed to the Lon- 
don Club of commercial banks. 
Russia had already restructured 
$40bn in former Soviet debts owed 
to foreign governments, grouped 


together in the Paris Club. 

Mr Kostin warned that restruct- 
uring the suppliers' credits would 
be more complex than the London 
Club deal because Vnesheconom- 
bank has to reach individual agree- 
ments with hundreds of institu- 
tions. 

As with the London Club debt, 
Mr Kostin said the suppliers’ cred- 
its were likely to be restructured 
into Vnesheconombank bonds, reg- 
ulated by English law. 

As it completes its own debt 
restructuring. Russia is shifting its 
focus to pursuing its own debtors. 
This week will mark a milestone 
on that road when a Moscow dele- 


gation will attend a meeting of the 
Paris Club to deal with other 
debtor countries. For the first time, 
Russia wfQ participate in the meet- 
ing as a creditor rather than a 
debtor nation. 

Mr Kostin said he hoped to 
achieve significant progress in 
negotiations with the former Soviet 
Union’s debtors over the next three 
months, with Vietnam and Algeria 
first in the Queue. 

Mr Kostin added that as Russia 
wrapped up its debt restructuring, 
his bank was beginning to look far 
business in other areas. 

In particular, he said Vneshecon- 
ombank was pursuing the burgeon- 


ing market in debt issues by Rus- 
sian regions, such as Sverdlovsk 
oblast, the heavy industrial heart- 
land of the Urals, as well as Volgo- 
grad and Oryel. Mr Kostin said 
Vnesheconombank was in negotia- 
tions with German banks and 
hoped to win joint mandates to 
issue regional D-Mark 

eurobonds. , 

According to Mr Kostin, Vneshe- 
conombank also intends to raise 
money through a foreign, syndi- 
cated loan. With its government 
haoWng 1 and long history. It hopes 
to secure more favourable t erm s 
than those offered to the country's 
young private banks. 
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UK plans EU 
consumer 
protection push 


By Tim Burt In Stockholm 

Britain plans to use its 
presidency of the European 
Union next year to impel the 
harmonisation of consumer 
protection legislation and 
product safety standards 
among all 15 member states. 

Speaking at a conference 
on market surveillance in 
Stockholm, Nigel Griffiths. 
Britain’s consumer affairs 
minister, said the UK was 
determined to strengthen 
the European Commission's 
efforts to clamp down on 
unfair and fraudulent trad- 
ing practices. 

"The Commission has not 
been doing enough to name 
and shame the countries 
which are not implementing 
directives to protect consum- 
ers," he said. 

Among the initiatives pro- 
posed by the UK. which 
assumes the European presi- 
dency in January, are a com- 
mon database of faulty or 
unsafe products and the 
extension of product guaran- 
tees across the EU. 

At present, guarantees on 
products sold in one EU 
country are often not valid if 
the consumer exports them 
to another country. 
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Romania to open Securitate files 


Mr Griffiths said the UK 
would also seek to harmon- 
ise product recall systems 
across Europe and to 
develop a common hazard 
warning system, which man- 
ufacturers would be forced 
to apply to products wher- 
ever they were sold. 

He has also sought assur- 
ances from countries which 
have not yet complied with 
fair trading directives that 
they would do so soon. 
Spain, for example, has 
offered to introduce fast- 
track legislation to ensure it 
adopts the timeshare direc- 
tive. which would outlaw 
mis-selling of holiday time- 
shares. 

Moves to improve con- 
sumer protection could be 
policed by a new EU body, 
which would replace Elhass 
- the European leisure and 
home accident surveillance 
system. 

Mr Griffiths said the UK 
proposals had already won 
backing from consumer 
affair s authorities in a num- 
ber of countries, and warned 
that failure to improve trad- 
ing standards and consumer 
protection in the EU could 
cost “hundreds of millions of 
pounds". 


By Anatol Ueven - 

The Romanian government 
has decided to open the files 
of the Securitate, the 
dreaded former Communist 
secret police. Officials 
announced the decision 
early on Saturday after a 
cabinet meeting lasting two 
days. 

The administration also 
made an even more difficult 
decision, to reduce the offi- 
cial privileges for the “revo- 
lutionaries" who took part in 
the overthrow Of Ro manian 
dictator Nicolae Ceau$escu 
in 1889. 

The previous Romanian 
administration of President 
Ion Iliescu recognised more 
than 30,000 people as revolu- 
tionaries, granting them tax 
exemptions and free hous- 
ing. According to the new 
government, in many cases 
the “revolutionary” status 
was simply a reward for sup- 
porting Mr Iliescu. 

Tbe government says that 
the records will be checked, 
and only those wounded or 
imprisoned in the uprising, 
and relatives of those killed, 
will receive tax exemptions. 
But there are fears that Mr 
Uiescu's party, the PDSR, 
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government this week, us 

a fresh bout of confrontation between the goyemmwtt 
and parliament can be avoided, after tensions rose last 

W ^a Party plenum on Saturday, the Communists said 
they S for President Boris Yeltsm^^e to 

them denands for a national two-year rent fr^teamd 

freer access to government-run media before pressing 

ahead with any moves to unseat the government. 

Party leaders appear to be striving far a face-saving 
compromise to satisfy both party radicals, wtaare • 
demanding outright opposition to thegov^n^nt m the 

nm-up to the 80 to armivensary ^ tta Bolshevte^^ 

revolution, and the moderates, who prefer constructive 

■BRS* JESS-- of tte 
Our Home is Russia party, yestenlay d^ioanred^the _ 
Comimmist party's attempts at °Pep j blacJ ^ ai l 881(1 
he would press the opposition to wrthdrawta _ ; 

no-confidence motion altogether. John Thornhill, Moscow 

■ WTO MEETING 

Financial services talks 

The World Trade Organisation is to bold a high-l evel ^ 
meeting of senior trade and fin a nc e officials on ^November 
12 to launch the flral phase of negotiations cm liberalising 

trade in financial services. The talks are due to conclude 

a month later. , _ 

In a development described by trade diplomats as 
encouraging, 14 nations, including leading emerging 
economies in Asia and Latin America, said on Friday they 
hoped to make new or improved offers before the 
November meeting. , ,. .. 

This is in addition to the 38 countries (including the 15 
European Union member states) which have already 
presented proposals to open their banking; insurance and 
securities markets to foreign competition. 

Washington has roafig better offers from the main 
amurgingr economies a condition of joining a multilateral 
deal in December. Frances WHliams,Geneoa 
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may be able to use the issue 
to stir up protests against 
the government 
Several dozen disgruntled 
“revolutionaries" have been 
na raping outside par liamen t 
Political damage from the 
opening of the Securitate 
files is likely to be more sub- 
tle. Under law passed by the 
last administration, the fi les 
are closed for 30 years. By 
contrast the new law would 


allow citizens immediate 
access to their own files and 
to those of public figures, 
from, the president to local 
councillors. 

Millions of Romanians are 
believed to have informed 
for the Securitate at some 
point, and many leading pol- 
iticians have been accused 
by their enemies of having 
been agents or even officers. 

The government has been 


deeply divided on the ques- 
tion, and until two weeks 
ago tried to suppress a pri- 
vate biH to open the files. 

It is however questionable 
how many real files still 
exist. In 1991, several thou- 
sand partly burned Securi- 
tate documents were found 
in the Romanian mountains, 
and in 1992, the defence min- 
ister said tana of thousands 
of files were missing. 


US to fete Orthodox patriarch 


By John Barham in Ankara 

His AU Holiness, Bartholomew I. 
patriarch of the Greek Orthodox 
church, was due - to arrive in Washing- 
ton yesterday to be received with hon- 
ours on his first official visit. 

Regarded as the first among equals 
of the world's Orthodox national lead- 
ers, he will have a private meeting 
with President Bill Clinton, dinner 
with Madeleine Albright, secretary of 
state, and breakfast with Al Gore, the 
vice-president. He will receive the Con- 
gressional Gold Medal, the country's 
highest civilian decoration. 

Like his 269 predecessors. Bartholo- 
mew is based in Istanbul, the city once 


known as Constantinople and once 
ruled by Greek-speaking Byzantines. 
However, he travels at an awkward 
time in relations between Turkey and 
Greece and the west. 

Last week Turkish jets buzzed the 
aircraft carrying Greece's defence min- 
ister to Cyprus on his way to observe 
exercises that Ankara denounced as a 
provocation. 

Turkish officialdom views the patri- 
archate with deep suspicion. But Bart- 
holomew says: “We always wanted to 
be a bridge between two nations 
because we are an institution on Turk- 
ish soil but we are a Greek institution." 
He adds: “This is our country. Our 
roots are here. Our forefathers are bur- 


ied here. We feel it is a duty to con- 
tinue our Christian witness here." 

Some members of Bartholomew's 
diminishing Turkish congregation cam- 
plain they are treated as second-class 
citizens because of their relig i on, even 
though Turkey defines itself as a secu- 
lar state. There were 200,000 Greek 
Orthodox in Istanbul - 20 per cent of 
the city’s population - in 1920. War 
between Greece and Turkey and anti- 
Greek riots over the years caused emi- 
gration that has cut the size of the 
community to only 5,000. 

Ankara still imposes tight controls 
on the Greek Orthodox schools and 
churches, provoking further emigra- 
tion. 


Election raises queries over 
Serbia’s privatisation plans 

Socialist setback means silver may stay within the family 

E lectoral setbacks for who became head of state of RMC, which has already Tehnogas last n 
the ruling Socialists federal Yugoslavia in July, bought a cement plant in DM69m, while I 
and confusion over a used most of the proceeds Split, Croatia, and was Interbrew paid D1 



E lectoral setbacks for 
the ruling Socialists 
and confusion over a 
new privatisation law have 
thrown doubt on Serbia's 
plans to sell state-owned 
assets at what one bank has 
called “bargain basement 
prices”. 

The DMl.6bn ($900m) sale 
in June of 49 per cent of 
Serbia Telecom to Italy's 
Stet and OTE of Greece had 
raised expectations of fur- 
ther sell-offs by a cash- 
strapped government that 
needs to pay its workforce 
and meet bills for Russian 
gas and Chinese-supplied 
oil. 

Slobodan Milosevic, the 
former Serbian president 
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who became head of state of 
federal Yugoslavia in July, 
used most of the proceeds 
from Serbia Telecom to pay 
backlogs owed to workers 
and pensioners ahead of last 
month's elections for the 
Serbian parliament and 
presidency. 

But the Socialists' attempt 
to woo a disaffected elector- 
ate failed. Mr Milosevic’s 
ruling coalition lost its 
majority in parliament and 
his candidate for president 
was defeated by Vojislav 
Seselj, the ultra-nationalist 
leader of the Serbian Radi- 
cal party. 

Sir Seselj was only denied 
victory by a turnout that 
fell just short of the legally 
required 50 per cent. Fresh 
elections must be held but 
the law does not spell out 
when. 

The prospects of a Presi- 
dent Seselj or his party in a 
government coalition have 
scared off some foreign 
investors alarmed by his 
hostility to the west and his 
goal of expanding Yugoslav- 
ia’s frontiers to create a 
“Greater Serbia”. 

“I can imagine that Mr 
Seselj would immediately 
stop the sell-off of the family 
silver,” one diplomat com- 
mented. “Yon cannot imag- 
ine an extreme nationalist 
leader allowing the sale of 
strategic assets to foreign- 
ers." 

Britain's construction 
materials group, RMC, is 
one of several foreign com- 
panies, including France’s 
Lafarge and Titan of Greece, 
in talks to buy a stake in 
Serbia’s biggest cement pro- 
ducer, Beocin. 

“If a good opportunity 
arises we are quite likely to 
take the plunge," said Gary 
McGrath, an analyst for 


RMC, which has already 
bought a cement plant in 
Split, Croatia, and was 
beaten by Lafarge for a con- 
tract in Romania. 

“Tbe problem we are con- 
cerned about is the Radical 
party. There would certainly 
be no foreign investment in 
Serbia if Mr Seselj came to 
power... We are following 
contacts but not pushing. 
Ideally we would like to 
have this political situation 
cleared up," Mr McGrath 
added. 

L afarge, which already 
owns more than eight 
cement plants in east- 
ern Europe, is taking the 
longer view however. 

“Our interest continues. 
We believe in the long-term 
prospects of the Serbian 
market," said Bruce Slaton, 
Lafarge's business develop- 
ment manager for central 
Europe. 

Shortly before last 
month’s elections Banque 
Nationale de Paris compared 
Serbia to “a small, badly 
run conglomerate which 
should have gone ont of 
business a decade ago”. 

But, it added, “We believe 
state assets will be sold at 
bargain basement prices. 
This offers investors some 
attractive exporting compa- 
nies in what, post devalua- 
tion [of the dinar], will be 
amongst Europe’s most com- 
petitively priced countries.” 
_ Be lgrade economists con- 
firmed that over the sum- 
mer there had been a surge 
of interest by prospective 
buyers drawn by Yugoslav- 
ia's status as the last large 
but untapped e m erg i ng mar- 
ket in Europe. 

Messer, a German indus- 
trial gases company, bought 
a majority stake hi Serbia’s 






Tehnogas last month for 
DM69m, while Belgium's 
Interbrew paid DM25m for 
the Nlksic brewery in Mon- 
tenegro, the tiny republic 
that makes up what is left of 
Yugoslavia with Serbia. 

Much attention is focused 
on plans to break up and 
sell Serbia’s electricity util- 
ity, EPS. Germany’s RWE 
and British power compa- 
nies are interested, although 
the restructuring of EPS, 
could take ova- a year. 

US companies, encouraged 
by the State Department, 
are giving Yugoslavia a 
wide berth, however. The 
US-imposed “outer wall" of 
sanctions that bars Belgrade 
from IMF and World Bank 
membership has deterred 
many potential investors. 

Diplomats say Mr Milos- 
evic is caught in a dilemma. 
He needs cash to keep his 
government and moribund 
economy afloat but risks 
losing more votes to the 
resurgent Radicals, who 
have attacked his plans to 
sell assets on the cheap. 

Adding to the confusion is 
a new privatisation law due 
to come into effect on 
November L. The law allows 
workers, pensioners and 
fanners to buy up to GO per 
cent of enterprises, making 
it difficult for foreign inves- 
tors to take majority stakes. 
The regime will also make 

sure it mafaifailm a fli m grip 

on the privatisation process 
by issuing a list of “strate- 
gic" companies to be sold off 
on special terms. 

Analysts said Lafarge and 
other companies might be 
trying to conclude deals 
before the new law came 
into effect 


Guy Dinmore 
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Seoul plan for bad loans 

The South Korean government said yesterday that by late 
November it would establish a Won&500bn ($3-83bn) fund 
aimed at saving filing financial institutions by writing off. 
bad loans. 

The Ministry of Finance and Economy said tbe fund 

would buy up to Won4^00bn worth of bad loans this year. 
The loans would be bought at sharply discounted prices 
after the appraisal of collateral and other elements. 

The ministry said Wonl8JXX&n-20.00C&n worth of bad 
loans, comprising 1,000 to L300 cases, would be written off 
in the next five years. The fund would preferably take 
collateral, which can easily be converted into cash, and 
promote the state-run Korea Land Development and other 
real estate dealers to become more active buyers. 

But analysts said the government’s scheme appeared to 
be too optimistic in view of the current depression in the 
real estate and bond markets. Reuters, Seoul 

■ US-1SRAEL DISPUTE 

Teenager can be extradited 

A teenager who fled to Israel after allegedly committing '■ : 
murder in Maryland can be extradited to the US, Israel's 
attorney general said yesterday. 

The decision is expected to pave the way for the 
extradition of Samuel Sheinbein and solve a dispute 
between Israel and the US. 

Bob Livingstone, chairman of the US House 
appropriations committee, which gives Israel $3bn in aid 
each year, said last week his committee might halt the aid 
if Israel did not extradite the youth. However Israel said it 
had to clarify whether Mr Sheinbein's claim of Israeli 
citizenship was valid. Under Israeli law, Israeli citizens 
cannot be extradited for crimes committed abroad. The 
attorney general's office yesterday said Mr Sheinbein was 
not an Israeli citizen. Am Machlis. Jerusalem 

■ CEASEFIRE ‘BROKEN’ 

Iraqi Kurds warn of clashes 

An Iraqi Kurdish group yestenlay accused a rival of 
breaking a brief ceasefire in northern Iraq, warning of 
further clashes in the region unless its opponents 
withdrew from captured territory. 

A Kurdistan Democratic party (KDP) radio broadcast - 
said forces of the rival Patriotic Union of Kurdistan (PUK) 
launched an artillery attack on KDP positions in the 
Balek area early on Saturday. In the ensuing clashes io . 
PUKfigbters were killed, the broadcast said. No details of 
KDP casualties were given. 

A PUK spokesman denied the report and said the 
ceasefire was still holding. The PUK declared a unilateral 
ceasefire on Friday which the KDP joined a few hours ,-v : 
later, ending a week of heavy clashes between the two ; in- 
groups. Northern Iraq has been controlled by the two V; o- 
rtval groups since Iraq's defeat in the 1991 Gulf war - - 
sparked a Kurdish rebellion. Reuters, Ankara 

■ FRENCH EMPLOYERS 

Patronat needs ‘hard man ’ 

The outgoing head of France’s main employers' 
organisation, the Patronat, said yesterday that his 
successor needed to be tough to fight the Socialist-led ; " 
government’s plans to introduce a 35-hour working week. 

Speaking on state-run television, Jean Gandois said his 
replacement as France's “boss of bosses" had to take “tf" ’ : 
much harder attitude . . .1 would say, [be] a harder man". . 

The prime minister. Lionel Jospin, announced his plans 
for a law introducing a 35-hour week by 2000 at the end of ' 

a one-day jobs summit with employers and unions on • *= 

October 10. • 

Mr Gandois’ successor is to be chosen on Decmnber IK 

The front-runners are thought to be his deputies. Dirt ier 
Pineau-V alendenne and Denis Kessler. AFP, Paris 

■ PRESIDENTIAL RUN-OFF 

Montenegro goes to polls 

Montenegrins voted yesterday in a presidential run-off 
between the tiny republic's two main leaders. Tbe poll 

S^r ncts Yusosto - . 

Casting his vote, the current president, Momlr ’ 

Bolatovic, accused his rival, Milo Djukanovic, prime 
Mister, of rigging electoral lists after an inconclusive 

^ ^ weeks earlier. Contrary to roost - 

^ectatira^Mr Rilatovic, a close ally of Mr Milosevic: 
boat Mr ^i^novic by 2^0° votes then. But he fell short • 

of the outright majority needed for victory. 

Smce thai nearly 8.000 voters have beat added to- ' 

electoral lists. The Bulatovic camp also alleged thaf sam» 

1 3,W0of their sup^rtere had SSJSS^utSSST''- • 
Bulatovic is crucial to Mr Milosevic: . 
whose ruling Socialists suffered serious setbacks In ' 

^ elections. - 

Wth Mr Bufatovlc in office Mr Milosevic would haro a •> .. . 
smooths- pathtowards boosting the laigely figurehead - 
powers he holds. Dinmc^£elmfe v 
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By Mark Suzman fen 
WMttfjgton and Mcttyo 
Nahnthoto- tn Tokyo 

The US Federal Maritime 
Gommlation (FMCX the Inde- 
seidut agency which hy? 
ftiwtened to har Japanese 
ship® from US ports, is'today 
expected formally to Uft the 
ban following a .tentative 
agreement over reforms, to 
-restrictive harbour jnactlces 
In japan. 

The PMC had already 
agreed to postpone imple- 
. mentation of the embargo, 
'due to take effect at mid- 
night last Friday, after the 
two governments said they 
had reached a last-minute 
teal to Improve conditions 
for foreign shipping compa- 
nies at Japanese ports. 

' After, emergency, talks 
between senior US officials 
and -Kmdhikd Salto, the Jap- 
anese ambassador to Wash- 
ington. the -two countries 
«nnmmp<iii a breakthrough, 
bat warned* that some tech- 
nical, issues stm needed 
to be resolved. The agree- 
ment is expected to be sub- 


mitted to the FMC today. 

While the commission ts 
likely to revoke the embargo 
threat, it remains unclear 
whether it still Intends to 
demand chat the three Japa- 
nese shipping companies 
that would have been 
affected - Nippon Yuaen, 
Mitsui OSK Lines and Kawa- 
saki Klsen - pay outstand- 
ing fines of Stm. 

The fines had been 
imposed as sanctions against 
Japan's failure to improve 
rigid labour practices which 
foreign companies say keep 
prices high at Japanese parts 
end make for inefficiencies 
& carrying out global 
operations. 

Alter the Japanese, missed 
a Wednesday deadline for 
payment, the FMC invoked 
little-used powers to take 
action against foreign ves- 
sels if their country is per- 
ceived to discriminate 
against US shippers. The 
four-member panel voted 
unanimously to ask the 
Coast Guard to turn away 
Japanese cargo ships, 
prompting fears of a 


Bananas: ‘EU 
must comply’ 


By >MI BucJday in Brussels 

Ecuador, rthe world's biggest 
banana exporter,, will accept 
nothing less, toko foil com- 
pliance by the European 
: Union with. a Worid Trade 
Organisation ruling ordering 
it to dismantle part , of its 
banana import regime, says 
the country's president - 

Fibiah AlarcOn, in Brus- 
sels for taiin in his capacity 
as president of the five-na- 
tion Andean Pact, told -the 
Financial Times be was not 
prepared to ’ accept compen- 
sation instead of chang es <n 
the regime, which the WTO 
said .unfairly disc riminated 

fl gJririwf Tjitfn An^riwwi prirv 

dneers. - . 

He added that prospects 
were good for a free-trade 
agreement, between the 
Andean Pact, which also 
includes Bolivia, Colombia. 
Venezuela and Pern, and the 
Brazilian-led Mercosur trade 
grouping “within the next 
few months". 

Mr Alftrcdn's comments on 
the banana case echo those 
already made by the US, 
which led the complaint over 
EU import rules. Ecuador 
produces, 30 per cent of the 
world’s bananas, which 
account for about one-third 
of Its total exports. 

It is pushing for a central 
role In negotiating changes 
in the banana regime with 
Brussels, and says the talks 
should not: be dominated by 
the US, which Is not a 
banana expester bat controls 
much bf the trade through 
US-owned multinational 


groups such as Chiquita. 

“The EU has to implement 
the WTO decision,” Mr Alar- 
cbn said. "We would not 
accept any kind of compen- 
sation. Bananas are our 
life.” 

The EU last week told the 
WTO it would change the 
import regime in bna with 
its "international obliga- 
tions”, but also had to 
respect its obligations under 
-the Lome Convention to 
African, Caribbean and 
Pacific countries. 

Caribbean ■ countries, 
whose harmna exports to toe 
EU are protected by the EU*$ 
imports censing system, say 
they face non if toe system 
is changed. . 

Mr Alarcfrn insisted the 28- 
year-old ■ . AndeaxL ^ Pact, 
recently renamed, the 
Andean Community, had a 
viable future and remained 
“very solid”. The temporary 
withdrawal of Peru earlier 
this year,, after disagree- 
ments over the pace of tariff 
reductions, led some interna- 
tional observers to 'forecast 
toe pact’s flAmiga . 

But he said institutional 
change, including a directly 
elected Andean parliament 
and appoontment of a perma- 
nent secretary-general, had 
strengthened the pact. He 
said all pact members were 
committed to reducing tar- 
iffs to zero by -2005. 

He rejected fears that 
same members might shift 
allegiance to Mercosur, the 
bigger trade grouping of Bra 
zO,. Argentina, Uruguay, abd 
Paraguay. 


US pressed on 


By Scott Morrison 

• in Vancouver '"* - \ 

Canada and the European 
Union-are pressing the US to 

• accept strict limits oar extra 
territorial measures which 
affect ‘ investments; by 
non-US companies In third 
countries. : . . 

Differences over extra-ter- 
ritoriial measures remain one 

of the key areas of a fa wgre fr 
meat among negotiators at 
the Multilateral Agreement 
on' Investment <MAB talks, 
hofcig held in Paris under the 
auspices of toe 'Organisation 
for- Economic Co-operation 
and Development (OECD). 

Canada and the EU are 
concerned that ■ the "US 
Helms-Burton anti-Cuba law 
and the tar^Ifoya Sanctions 
Act run counter to the prin- 
ciples of the MAX, a senior 
Canadian official said. . 

Canada’s proposal for 
strict limits oxi secondary 
boycotts has been ba cked by 
the EU. but has encountered 
stiff opposition from US 
negotiators, the official said. 
Canadian negotiators are 
also lobbying for g^confflet- 
tng re^nirements” agree- 
ment under- . which ' ho6t 
country legislation would, 
take precedence- over an 
■ investor’s 'home country’s 
law when the two oohSict. 

The MAI under negotia- 
tion m Paris aims to secure 
n ational treatment for for- 
eign investors to signatory 
countries as wen as to grant 
fo rei g n investors assurances 


that their interests will be 
protected within a clear set 
of titles. Negotiators, how- 
ever, are at odds over a num- 
- bee of proposed exceptions to 
the broad agreement 

Same SO per cent .of toe 
exceptions tabled focus on 
toe transport, financial ser- 
. . vices and telecommunica- 
tions sectors, the official 
said. The wide agreement to 
limit foreign investment in 
~ these industries may result 
In the three, sectors being 
excluded from a final accord. 
Negotiators are also trying 
to determine bow to treat 
environmental and labour 
issues within the context of 
toe MAL • 

Canada; France, Spain, 
Australia and Belgium are 
strongly in favour, of retain- 
ing legislation that limits 
foreign investment- hr cul- 
tural industries. While the 
principle of cultural, excep- 
tions pas been accepted, the 
Canadian official said the 
participants ware debating 
the extent to which coun- 
tries w°uH be able to protect 
industries such as book pub- 
lishing and broadcasting 
from being overwhebned by 
foreign investment. 

The US has historically 
opposed sweeping measures 
to safeguard cultural indus- 
tries, although Canada man- 
aged to ' resist US pressure 
during negotiations for their 
1989 bilateral free trade 
accord and the 1994 North 
American Free TTade Agree- 
ment 


full-blown trade war. 

However, the new deal 
should allow the three ship- 
ping companies to continue 
with delivery of products, 
particularly electronics 
goods, destined for US retail- 
ers. The pro-Christmas deliv- 
ery was of particular con- 
cern since Japanese shipping 
companies control 30 per 
cent of the Asia-US con- 
tainer market 

The agreement colls for 
toe Japanese government to 
take an active role in ensur- 
ing that labour practices are 
reformed to allow for greater 
efficiency and flexibility. 
Japan also agreed to adopt 
measures to simplify the 
prior consultation system 
which has been at the centre 
of toe talks, and to simplify- 
ing licensing of stevedores. 

The FMC is expected to 
keep open the possibility of 
renewing an embargo pend- 
ing the final outcome of fur- 
ther negotiations among ste- 
vedore labour unions, 
shipowners and the Ministry 
of Transport. 

Editorial comment. Page 17 


New tastes for the world’s tipplers 


By John WKJman, 

Consumer Industries Editor 

New and exotic spirits are 
about to descend on the 
world's tipplers os global 
drinks groups fight to 
increase their share of an 
almost .stagnant market, 
according to a report pub- 
lished today by Euro- 
monitor. 

The market research com- 
pany predicts little or no 
growth over the next five 
years tn traditional spirits 
markets such as the US and 
continental Europe. This 
will force the big drinks 
companies to find new prod- 
ucts that can enliven the 
market and boost sales. 

A ready source of such 
products will be the coun- 
tries where demand will be 
more buoyant - particularly 
in the emerging economies. 
There, branded spirits will 
take a growing share of the 
market at the expense of 
local and unbranded prod- 
ucts, the report says, forcing 
their producers to look over- 
seas for sales. 

The report forecasts retail 
sales of spirits will rise 5.9 « 
per cent in volume between 
1997 and 2001, and by 6.7 per 
cent in value. But sales in 
the US will fell 1.5 per cent 
over this period and rise just 
3J3 per cent in western 
Europe, it says. 


Lifting spirits 
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This contrasts with a fore- 
cast growth of X9.8 per cent 
in Latin America, Z4.4 per 
cent In south Asia, 25 per 
cent in south-east Asia and 
more than 150 per cent in 
China. However, in many 
cases this will be from a low 
base: per capita spirits con- 
sumption is just 0.04 litres a 
year in China - barely a 
double. 

Hie emerging markets are 
largely dominated by unoffi- 
cial and local spirits such as 
soju in Korea and cachaca in 


Brazil. They thus offer the 
best prospects of growth for 
the world's big drinks com- 
panies. says Euromonitor, 
which will increasingly dis- 
place local drinks with 
branded products. 

The need to grow in 
emerging economies will 
lead to further consolidation 
in an industry where toe 
leading 20 manufacturers 
bold less than 60 per cent of 
the market for branded 
drinks. The merger of Guin- 
ness and Grand Metropolitan 


win encourage the formation 
of other big global groups, 
says Euromonitor, with 
Alfred Domecq of toe UK the 
focus of one and Bacardi- 
Martini of the US another. 

Offering a foil range of 
drinks wfll give such groups 
a competitive edge in tying 
up distribution through 
wholesalers and retailers. 
Winning over drinkers will 
require marketing strategies 
that differentiate brands and 
attract younger drinkers. 

Such thinking lies b ehin d 


attempts to reinvent brands 
for drinkers in the 18-35 
years age group, like Allied 
Domecq's Urban High pro- 
motion, taking snowboard- 
ing and rock musicians to 
European cities. Other com- 
panies are launching pre- 
mixes of Spirits and soft 
drinks - including Guin- 
ness’s frozen margaritaaTl 

But the report predicts 
nun sales will grow fastest 
in toe next five years, with 
sales of vodka slowing after 
several years of rapid 
growth. This is because the 
dark spirits axe more appeal- 
ing to drinkers in enraging 

economies. 

Whisky is the most popu- 
lar branded spirit in volume 
terms, with almost 30 per 
cent of the market But in 
retail sales, vodka has over 
5P per cent due to its impor- 
tance in toe Russian market 

Russians remain the 
world's largest drinkers, 
knocking back 13.5 litres 
each in 1996 - well ahead of 
the Poles, who downed B.7 
litres. But while eastern 
Europe is toe world’s biggest 
market in volume terms, 
much of what is drunk is 
counterfeit or illegally dis- 
tilled. 

The World Market for 
Spirits is available from 
EuTomonitoT. 60 Britton 
Street, London EClAf SNA, 
$7,900. 
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NEWS: ASIA-PACIFIC 


‘Red chips’ executives seek assets boost 


By John Ridding 
in Hong Kong 

Senior executives from some 
of China's biggest Hong 
Kong-listed companies will 
today hold talks with main- 
land leaders and market reg- 
ulators in Beijing in an 
attempt to secure support 
for asset injections and 
acquisitions. 

After rapid rises earlier 
this year, shares in “red 
chips” have fallen sharply 
over recent weeks amid a 
slowdown in asset injections 
from mainland parent com- 


panies and a broader decline 
in the Hong Kong stock mar- 
ket. The hiatus has 
prompted speculation that 
Beijing is seeking to slow 
the pace and scale of asset 
sales because of political 
sensitivities. 

“We had anticipated an 
increase in restructuring 
and asset transfers after 
Jiang Zemin's address to the 
15th party congress," said 
on® Hong Kong investment 
banker, referring to the Chi- 
nese president's call last 
month for Industrial reform 
and his signal that state 


assets would be sold. "But 
the lack of movement has 
raised uncertainty about 
their strategy.” 

A cooling in enthusiasm 
for China-backed shares has 
prompted a fall of over 30 
per cent in the red chip 
index over the past month. 
The decline contributed to a 
muted response last week to 
China Telecam's $4bn flota- 
tion, the territory's largest 
initial public offering. 

The delegation to Beijing 
is expected to include senior 
officials from China Travel. 
Cosco Pacific. China 


Resources and Shanghai 
Industrial They are to meet 
Zhu Rongji, China’s top eco- 
nomics official, and Zhou 
Zenqtng, chairman of the 
China Securities Regulatory 
Commission (CSRC), the 
main land market regulator. 

Following a surge In spec- 
ulative trading in red chips, 
and a spate of asset injec- 
tions, the CSRC annrinnopfl 
In June guidelines and regu- 
lations to control asset injec- 
tions into Hong Kong subsid- 
iaries. Industry analysts in 
Hong Kong believe that 
these regulations are partly 


to blame for the slowdown in 
asset transfers and that pri- 
ority may be shifting to 
H-share companies, state- 
owned enterprises which are 
listed in Hong Kong. 

"Beijing has greater con- 
trol over H-shares as regula- 
tions cover both the H- 
shares themselves and their 
parent companies." says Wil- 
son Yung, China analyst at 
Nikko Securities. “The red 
chip guidelines apply only to 
red chips' parents." 

Red chips, frequently 
Hong Kong-based conglomer- 
ates, generally have greater 


independence in strategy 
than H-shares. typically sin- 
gle industry companies. 

Red chip executives have 
expressed optimism that 
asset injections will be 
resumed. Zhu Xiaohua, 
chairman of China Ever- 
bright, said last week many 
red chips were in negotia- 
tions to acquire assets from 
mainland companies. 

Hong Kong Investment 
analysts believe today's 
meeting with mainland offi- 
cials is likely to boost senti- 
ment in the sector, following 
a rally on Friday. 


Uttar 
Pradesh 
alliance 
in doubt 


By Mark Nicholson 
in New Delhi 

The government of Uttar 
Pradesh, India’s most popu- 
lous state and one of its 
most politically turbulent, 
appeared to have collapsed 
yesterday after the low-caste 
Bahujan Samaj party (BSP) 
withdrew from an alliance 
with the Hindu nationalist 
Bharatiya Janata party 
(BJP), with which it had 
forged a governing coalition 
just seven months ago. 

The BSP withdrew sup- 
port alleging BJP “mistreat- 
ment” of Dalits - low-caste 
Hindus once known as 
“untouchables”, whom the 
BSP chiefly represents. The 
move directly threatens the 
government of Kalyan 
Singh, who took over as BJP 
chief minister only 28 days 
ago under the initial coali- 
tion agreement to rotate the 
chief ministership between 
the two parties every six 
months. 

The state's governor said 
last night he was re v iewin g 
the constitutional position 
of the government, which 
without BSP support has no 
majority, raising the pros- 
pect that the United Front 
government may have once 
again to impose “president's 
rule" - direct rule from 
Delhi 


New moves to spur Indian growth 


Elephantine economy needs a 
boost, writes Mark Nicholson 


I ndia's United Front gov- 
ernment has for almost a 
year been trying to slap 
and coax some vigour into 
the lumbering economy, 
much as a frustrated mahout 
might a recalcitrant ele- 
phant 

first came the aggressive 
tax-cutting budget of P. Chi- 
dambaram, finance minister, 
in February, then in April a 
series of interest rate-cut- 
ting, credit-easing measures 
from the Reserve Rank of 
India (RBI), the central 
bank; next a series of com- 
merce ministry incentives 
for exporters. 

Last week, l.K. Gujrai. 
prime minister, Mr Chidam- 
baram and other senior offi- 
cials tried again, meeting 
industrialists to discuss how 
to spur an economy appar- 
ently set for growth of 
around 5.5 per cent in gross 
domestic product this year. 
This compares with the 7 per 
cent which the government 
bad hoped for and which has 
been India's average for the 
past three years. 

Tomorrow C. Rangarajan. 
RBI governor, is expected to 
make another effort to boost 
investment and output He is 
likely to use the central 
bank's biannual review of 
credit policy to signal a fur- 
ther cut in interest ratea 
He hopes both to reduce 
prime bank lending rates, 
currently at 13.5 per cent, 
and to excite a rise in bank 


lending to industry, which is 
down 16 per cent an a year 
ago for state-run finan ce 
institutions and for commer- 
cial h«nir« is half the levels 
of 1996-97. 

But whether Mr Rangara- 
jan can nudge the elephan- 
tine economy into a canter is 
an open question. “It’ll have 
a psychological effect” says 
Aijuna Mahendran, regional 
economist for Socgen- 
Crosby, the securities house. 
“But the issue is not so 
much the price of credit it's 
the quantity. Investment is 
down partly because demand 
is lower - aggregate demand 
is as low as it has been.” 

Economists and govern- 
ment officials agree that 
interest rates must fall fur- 
ther. Given a current infla- 
tion rate below 4 per cent 
real interest rates remain 
high, despite the RBI's suc- 
cess in pulling prime rates 
down from above 16 per cent 
a year ago. 

Real interest rates should 
narrow anyway, given that 
industry is expected to pass 
on recent government 
increases in administered 
fuel and freight costs, rais- 
ing the inflation rate. The 
question is whether invest- 
ment decisions are so inter- 
est rate-sensitive in India, or 
whether there are more 
influential factors curbing 
investment 

Mast economists believe 
there are, and that they are 



Chidambaram (left) and premier Gujrai 


both cyclical and structural 
in nature. Moreover, there is 
a growing feeling that struc- 
tural factors are ultimately 
more decisive, and that until 
these are properly addressed, 
India cannot aspire immedi- 
ately to growth rates any- 
where near 7 per cent 
Chief among cyclical fac- 
tors is a slackening in 
demand felt for more than a 
year. In part this is seen as 
the result of unexpectedly 
low agricultural growth in 
1995-96, which damped rural 
consumer demand last year. 

T he knock-on effect has 
seen industrial output 
fall from growth rates 
of 12 per cent two years ago 
to nearer 6-5 per cent The 
fall in demand came just as 
Indian industry - and for- 
eign investors - had 
invested heavily in new 
capacity. 

Gross demand, and hence 


investment has been hurt 
too by the fail In govern- 
ment capital spending since 
reforms began In 1991, cur- 
tailed by successive govern- 
ments' attempts to rein in 
the fiscal deficit Gross capi- 
tal formation hy the central 
government has fallen, from 
6J5 per cent of GDP in 1991, 
when reforms began, to an 
estimated 4 D per cent this 
year. This has led many 
economists to urge a burst of 
“pump-priming” investment 
in capital projects to “crowd 
in” private investment 
The government nodded in 
this direction at last week's 
summit pr omising to review 
and perhaps accelerate exist- 
ing state investment pro- 
jects. However, reversing the 
decline in public investment 
- particularly critical In 
addressing the country's 
in fr a str uctural deficiencies - 
would require restructuring 
of government expenditure. 


And for this, there is neither 
much economic room, nor 
political will 

Most of the bolder moves 
available either to increase 
government revenues sub- 
stantially, such as a more 
aggressive campaign of state 
divestments, or to cut expen- 
diture by attacking India's 
panoply of subsidies, are 
political non-starters. Mr 
Chidambaram last month 
admitted there was no politi- 
cal consensus on either of 
these moves within the UF. 

Thus, hopes for big rises in 
infrastructural investment 
will hinge on the long, com- 
plex and often politically 
contentious moves to clarify 
the regulatory environment 
for power, ports and urban 
infrastructure. 

Such progress is expected 
to be incremental And while 
there are some hopes that 
India’s demand and invest- 
ment cycle may revive early 
next year, there are also 
fears that any “psychologi- 
cal" fillip tomorrow may 
prove hostage to growing 
political uncertainties. 

The Congress party, under 
Sitaram Kesri, its president, 
who brought down the previ- 
ous UF coalition in April for 
a troubled three weeks, is 
showing signs of restiveness 
and a passible desire to force 
elections again. Some 
regional parties on which 
the UF depends, notably the 
Communist party (Marxist), 
are also promising to give 
Mr Chidambaram a rough 
ride when parliament opens. 
None of this will inspire 
much business confidence. 


Chinese trade 

mission to 

ease US fears 


By James Harding 

in Shanghai 

China yesterday despatched 
its largest purchasing mis- 
sion to the US, a move to 
ease American concerns 
over the widening bilateral 
trade deficit before President 
Jiang Zemin's state visit to 
Washington next week. 

The delegation is expected 
to negotiate contracts worth 
more than $4bn, from a 
multi-billion dollar Boeing 
aircraft deal to agreements 
to buy car parts, power 
equipment and fertilisers. 

Son Zhenyu, vice trade 
minis ter and one of the two 
ministers joining the delega- 
tion, said: “The sending of 
pu rchasing missions reflects 
China’s readiness to import 
more from the US. The pur- 
chasing trip should not be 
interpreted simply as^a pub- 
lic relations exercise.". 

US officials calculate that 
China’s trade surplus with 
the US will reach $44bn this 
year, a level which William 
Daley, commerce secretary, 
described as “unacceptable" 
during a visit to Beijing ear- 
lier this month. 

Congress has been a volu- 
ble critic of what it sees as 
China’s inadequate efforts to 
increase imports of US-made 
goods and the growing defi- 
cit has stiffened apposition 
on Capitol Hlfl to granting 
China permanent Most 
Favoured Nation trading sta- 
tus. 

In an article yesterday in 
the Business Weekly, Mr 
Sun said the buying mission 
aimed to improve awareness 
in the US of the “positive 
bilateral trade relationship". 
“China has been a big buyer 
of US products, but few 
Americans are aware of 
this," he said. 

Mr Jiang's visit, the first 
by a top Chinese leader in 12 
years, will run from October 
26 to November 2 and 
include a summit with Presi- 
dent Clinton in Washington, 
where trade is likely to be 
high on the agenda. 

The delegation aims to dis- 


pel the US public perception 
of China as a bulk manufoc- 
turer of cheap goods and 
propagate China’s Image as 
a buyer of US high-technol- 
ogy products, providing jobs’ 
for thousands of US workers. 

The biggest deal generated 
by the delegation is likely to 
be the long-awaited contract 
for Boeing aircraft, which 
Mr Son said he expected to 
he signed during Mr Jiang’s 
visit. “The two sides were 
dose to an agreement,” Mr 
Sun said. The Boeing con- 
tract is rumoured to be fo r 
up to 30 aircraft and worth 
around S2bn. 

The Chinese team, which: 
includes Zeng Peiyan. vice 
minister of the State Plan- 
ning Commission as well as 
officials from aviation, 
power, oil and machine 
building sectors, left yester- ‘ 
day on a United Airlines 
flight, pointedly choosing 
the US airline over China’s 
national carrier. It is China’s. 
gi rth purchasing delegation 
to the US since 1990 and will 
stop in Los Angeles, New 
York and Washington to 
hold seminars promoting 
trade. 

rrhin psp officials calculate 
that the US deficit with 
China is likely to grow again 
this year, particularly as 
grain imports are expected! - 
to fall after a successful Chi- 
nese harvest. 

Beijing hopes that the 
recent cut in China’s aver- 
age tariff level to 17 per cent 
will Increase imports and 
has promised to reduce tariff 7 
levels farther by 2000. 

• china is expected to stop 
all sales of anti-ship cruise 
missiles to Iran under US- 
Chinese agreements to be 
signed during Mr Jiang’s 
visit, Mark Suzman reports 
from Washington. 

The US has long criticised 
the missile sales as a poten- 
tial source of regional insta- 
bility. An agreement would 
mark a victory for Madeleine 
Albright, the secretary of 
state, who has pushed the 
Chinese government on the. 
issue for months. 
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Telecoms group in venture to 
offer Mexican phone services 

WorldTel 

agrees first 
big project 


By Aten Cane 

WorldTel, a London- based 
organisation established two 
years ago to boost telecom- 
munications in developing 

countries, has finalised its 
first big project. 

It has formed a partner- 
ship with Telefonia inatanv. 
brica del Norte (Telinor) and 
Bell Canada International 
(BCI) to offer local telephone 
services in Mexico. 

WorldTel and BC1 plan to 
invest $250m in Telinor. tak- 
ing respectively 22 per cent 
and 27 per cent of the com- 
pany. 

Mr Tomas Santos, Telinor 
chief executive, said the 
objective was to serve as a 
catalyst for economic devel- 
opment in Mexico: “We 
intend to deploy advanced 
telecoms Infrastructure, pro- 
vide a world-class service 
and create several thousand 
jobs." 

Telinor was formed in 3994 
by a group of Monterrey 
businessmen including Lor- 
enzo Zambrano, chief execu- 
tive of Cemex, the world's 
second largest cement pro- 
ducer. Its financial adviser is 
the Blackstone Group of 
New York. 

It is the first company 
allowed to compete In both 
local and long-distance 
services with Telefonos 
de Mexico (Telmex). 
Mexico’s former telecoms 
monopoly. 

Telinor intends to take 
part in radio spectrum auc- 
tions set for next month and 
to acquire nationwide cover- 
age. The group p lans to use 
fixed wireless technology to 
provide economical local 
access. 

Wireless "local loop" - the 
final connection between the 
exchange and home or busi- 
ness - is recognised as one 
of the most economically 
effective ways of deploying 


basic local telephone net- 
works in developing CO U P- 
tries where there are few 
telephone tines. The use of 
wireless equipment also 
avoids the labour-intensive 
laying of underground 
cables. 

WorldTel was established 
two years ago by the Inter- 
national Telecommunication 
Union (ITU), the United 
Nations agency which over- 
sees the global telecoms 
industry. 

The company was created 
as part of UN plans to lay up 
to 50m telephone lines in 
developing countries over 
the next decade, and com- 
petes directly with private 
telecoms groups. 

WorldTel is independent of 
the ITD. the UN’s oldest 
agency, but has its full sup- 
port. It has been seeking big 
projects to finance in Asia, 
Latin America and Africa. 

It aims to provide a con- 
duit between the developed 
and developing countries, 
providing funding, technol- 
ogy and management. 

All its projects must be 
capable of providing a 20-25 
per cent return on equity. 
Telecoms manufacturers are 
not allowed to become inves- 
tors in WorldTel to avoid 
self-promotion. 

Investors in the Telinor 
transaction include the 
AIG-GE Capita] Latin Ameri- 
can Infrastructure Fund, the 
Chatterfee Group and the 
Metropolitan Life Insurance I 
Company. 

Sam Pitroda. WorldTel | 
chairman, said establish- 
ment of the first project was 
an important step forward. 
Four mare projects were in 
the pipeline including two in 
Africa. 

He was keen to establish 
an African fund and an 
Islamic fund, each worth 
£500m, to fund the next 
round of projects. 


* 

NEWS: THE AMERICAS 


Michigan hotels 


by suicide cases 


By NBdd Tab in Chicago 

Motel owners and managers in 
Michigan will meet this week to 
disenss the use of their rooms by 
suicide victims who appear to 
have links to Jack Kevorkian, the 
avowed euthanasia activist. 

At least three people have died 
in well known hotel/motel chains 
- including Quality lmpy and one 
Holiday inn - around the Detroit 
area over the past couple of 
months. 

Links to the Michigan doctor 
have usually been inferred from 
notes instructing hotel employees 
to contact Geoffrey Fleger, Dr 
Kevorkian's lawyer. 

Dr Kevorkian, a retired patholo- 


gist, came to national attention In 
1990 when he assisted in the death 
of a woman diagnosed with Alz- 
heimer’s disease. He has since 
acknowledged helping dozens or 
seriously ill people to end their 
lives. 

The Hotel Association of Greater 
Detroit was apparently anxious to 
play down the issue, saying the 
meeting would be a private discus- 
sion and association officials 
would make no public comment. 

It added that the association had 
taken no official position on the 
merits of Dr Kevorkian’s activi- 
ties. Its president has previously 
been quoted as saying that if 
Kevorkian “wants to do that kind 
of stuff, he shonld be doing it In 


worried 


bis van or in his own garage”. 

There bas been growing local 
publicity about the emotional 
stress which suicide incidents can 
cause hold staff, who have to cope 
with anything from the discovery 
of bodies to a flurry of media calls. 

One hotel manager, asking not to 
be identified, said the incidents 

had become a serious cause for 
concern among his staff. 

The disquiet coincides with a 
growing belief that law enforce- 
ment authorities are wary of try- 
ing to prosecute Dr Kevorkian, 
who has been linked to over 60 
deaths in the past seven years. 

In August, prosecutors In Ionia 
County acknowledged that they 
would not pursue the case of a 


woman who died in 1996. after the 
legal proceedings ended In a mis- 
trial. In three previous attempted 
prosecutions over the past seven 
years. Dr Kevorkian has been 
acquitted. 

In Michigan, there Is no explicit 
ban on assisted sol ride, although a 
state Supreme Court ruling three 
years ago determined that It was 
illegal and punishable by a five- 
year prison sentence. 

Earlier this month, there was 
even some discussion between 
local enforcement officers and Dr 
Kevorkian to see whether relatives 
might be permitted to leave bodies 
of assisted suicide cases at medical 
examiners' offices. 

But under state law, only the 


medical examiner has the author- 
ity to move bodies, and the notion 
of giving relatives blanket immu- 
nity was ruled out. 

Controversy continues to sur- 
round the euthanasia issue in the 
US. Last week, Oregon moved 
closer to becoming the first state 
to legalise medically assisted sui- 
cide for terminally ill patients, 
when the US Supreme Court 
refused to block its ground-break- 
ing Death With Dignity Act 

Voters adopted the Oregon law 
in a referendum three years ago, 
bnt it has been in abeyance 
because of legal challenges. Voters 
will have another chance to 
address the issue in a mail -in bal- 
lot early next month. 


Latin American trip reinforces president's determination to pursue issue in Congress 


Clinton set on 
fast-track for 
trade deals 


By Mark Suzman 
in Washington 

President Bill Clinton 
returned home yesterday 
after his inaugural trip to 
Latin America, declaring the 
visit a success and stressing 
his determination to per- 
suade Congress to support 
his attempts to strike new 
trade deals with the region. 

Mike McCurry, White 
House spokesman, said that 
the seven-day tour to Vene- 
zuela. Brazil and Argentina 
had reinforced Mr Clinton's 
commitment to get “fast- 
track” authority from Con- 
gress to negotiate trade 
agreements. He said Mr Clin- 
ton had phoned several 
member of Congress during 
the flight home to discuss 
the matter and would con- 
tinue the effort in Washing- 
ton this week. 

Sentiment in the US bas 
turned against new free 
trade deals with Latin Amer- 
ica because of continuing 
ambivalence over whether 
the 1993 North American 
Free Trade Agreement 
(Nafta) with Mexico and 
Canada has been a success. 


Labour unions are irrevo- 
cably opposed to new fast- 
truck authority, and many 
Democrats say they will only 
support the measure if it has 
tough environmental and 
labour conditions attached, a 
move opposed by the White 
House and most Republi- 
cans. 

Mr Clinton had previously 
delayed his first visit to 
Latin America, hoping the 
issue of fast-track authority 
might first be resolved. 
When that proved impossi- 
ble. the administration made 
sure the trip included a 
strong emphasis on non- 
trade Issues, culminating at 
the weekend in an agree- 
ment with Argentina over 
global wanning. 

Speaking at a resort in the 
Andes mountains, Mr Clin- 
ton emphasised that develop- 
ing countries needed to con- 
tribute to efforts to reduce 
global warming ahead of an 
international conference in 
Japan on the issue later this 
year. 

Carlos Menem. Argen- 
tina's president, then agreed 
in principle to binding limits 
on greenhouse gases and 



other emissions, although 
the terras are expected to be 
looser than those for devel- 
oped countries. “We agree 
with the US when you say 
that a global problem such 
as climate change requires a 
global answer from ail coun- 
tries." he said. 

Mr Clinton had earlier for- 
mally announced plans to 
make Argentina a "major 
oon-Nato affy" - a move that 
Chile and other countries 
fear could upset the balance 
of power in the region. More 
controversially, be also 


warned Mr Menem against 
abusing freedom of the 
press, while Hillary’ Clinton, 
the first lady, called for 
greater access to baby clin- 
ics for women in the coun- 
try. 

Throughout the trip, the 
president sought to distract 
attention from the lack of 
progress on fast-track in 
Washington by praising the 
region's progress in spread- 
ing democracy, and empha- 
sising new business and 
trade opportunities that 
could be pursued before new’ 


trade agreements were 
reached. 

He also reassured Argen- 
tina and Brazil that the US 
was not hostile to the expan- 
sion of Mercosur, which 
groups Argentina. Brazil, 
Uruguay and Paraguay. 
Chile, which has been 
waiting to enter Nafta. has 
signed a free trade pact with 
Mercosur and other coun- 
tries are rushing to join the 
group. 

Meanwhile. Mercosur and 
the European Union are 
working on a free trade deal. 


Power 
row hits 
Intel’s 
plant plan 

Costa Rica's Supreme Court 
has ordered a state-owned 
utility to suspend work on 
power lines that would bring 
electricity to a computer 
chip factors’ being built by 
Intel of the US. Reuters 
reports from San Jose. 

“Upon receiving the 
appeal, the work is 
suspended automatically, in 
accordance with Costa Rican 
legislation." a court spokes- 
man said. The court order 
was issued alter a complaint 
against the work was lodged 
by residents of a community 
close to the proposed fac- 
tor)*. near the capital city of 
San Jose. 

The residents allege that 
the work on the power lines 
violated local environmental 
regulations, and that the 
government's electric utility 
had not taken into account 
studies showing that 
high-tension power lines 
may pose health risks. 

Intel, the world's largest 
chip maker, had planned to 
spend over $300m on the 
400.000 sq ft plant, its biggest 
investment in the country. 

The state-owned Costa 
Rica Electricity Institute 
(ICE) said in a statement 
that the new transmission 
lines posed no health haz- 
ards. 
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Sequoias stand as a testament to nature's power to create life and growth. 

But sometimes nature needs a little help. That's why LC Chemical researchers like Dr. Parle hare created 
Eutropin? a biosynthetic human growth hormone that's helping children with growth disorders overcome the 
disability that nature dealt them. 

Our many other technologically sophisticated products include one-time programmable microcontroller 
units, I SDN -compatible videoconferencing systems, and digital mobile telecommunication system*. 

These products enrich the lives o f the people who use them. But none gives us os much pride and joy as 
Dt fhrfc's miraculous wort. 

. . . •jfV 

Now, what can we do for you? LG 


http://UHH.lH.co.kr/ 


In 1996, LB invested over USS9 billion to grow its business. 
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Import prices from the EU might be overestimated and import volumes imderestiinated 

Bank fears hidden inflation pressures 


By Richard Adams, 

Economics Staff 

The Bank of England, the UK 
central bank, is worried that 
cheaper imports from the Euro- 
pean Union could mask strong 
domestic price pressures in the UK. 

The Bank is concerned that it 
may have to raise interest rates to 
cool the UK economy if import 
prices are lower than reflected in 
official trade data. If import prices 
are lower than thought then a 
greate r pr oportion of inflation 
stems from rising prices for goods 
and services made in the UK, 
rather than from imports. 


The Bank's concerns come when 
there are already worries that the 
UK economy is growing much fas- 
ter than its long-term trend. On 
Friday, the latest GDP figures for 
the last quarter are published and 
are expected to show an annual 
rate of growth of around 4 per cent 
The UK's trend growth rate is esti- 
mated to be 25 per cent 
Bank officials have met with the 
Office for National Statistics 
(ONS). responsible for pub lishing 
government economic figures, to 
try to improve the data for measur- 
ing imports. 

The issue has already been 
raised at recent' meetings of the 


Bank’s monetary policy committee, 
which is responsible for setting 
interest rates. 

The minutes of the committee’s 
September meeting noted sugges- 
tions by Bank staff that Import 
prices from the EU might be over- 
estimated and import volumes 
underestimated. “If this proved 
true, it would imply that the 
domestic value-added component of 
UK inflation would have been cor- 
respondingly higher, since there is 
no evidence of distortions to the 
Retail Price Index, and a higher 
level of domestically generated 
inflatio n would be a cause for con- 
cern,” the committee said. 


The problem arises because Cus- 
toms and Excise only provides the 
ONS with the total figure for 
imports of goods Into the UK. The 
ONS then works out the volume of 
imported finished goods by using 
UK market prices. 

If Imported goods are cheaper 
than the UK mar ket price for some 
reason - such as a time-lag in 
adjusting prices - then more goods 
could have been imported than is 
estimated. 

Import prices have fallen rapidly 
in the last year, because of the 
steep appreciation of sterling. The 
rise in the pound has been most 
pronounced against EU currencies. 


Tfrnk staff have pointed out that 
the ONS does not collect separate 
prices for EU and nan-EU imported 
goods. 

The ttanir says the fall in import 
prices has been slow to feed 
through to the economy. It is also 
“puzzled" by the large gap between 
strong domestic retail sales and 
much weaker output of manufac- 
tured goods. 

The ONS says it is aware of the 
problem, which mainly applies to 
manufactured goods. It would “ide- 
ally” like to survey distinct EU and 
non-EU import prices, but is con- 
cerned by the burden on industry 
and the extra resources required. 


Turning the tables on crime 


T he widespread percep- 
tion of the US as the 
most crime-ridden 
country on earth is no lon- 
ger accurate following a 
tidal wave of recent statis- 
tics suggesting US crime is 
being beaten. The evidence 
certainly offers Jack Straw, 
the home secretary, food for 
thought as he battles 
against British crime. 

Although the 1996-97 
recorded crime figures, out 
this week, reveal a fall in 
property crime in En gland 
and Wales for the fourth 
consecutive year, the drop is 
far greater in the US, where 
there has also been a decline 
in violent crime. Some 
sources claim London now 
has a 57 per cent higher bur- 
glary rate than New York. 

The recent International 
Crime Victimisation Survey, 
which compares people’s 
experiences of crime in 11 
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Britain may be able to learn a 
lesson from the US success in 
combating violent offences 


industrialised nations, 
paints a picture of stabilis- 
ing or faffing overall crime 
rates in the first half of the 
1990s in nearly all the coun- 
tries surveyed. The decline 
was fastest in the US, while 
in England and Wales the 
rate of increase merely 
slowed. 

The ICVS shows the 
English and Welsh to be 
most frightened of crime. 
More than 9 per cent thiwic 
they are “very likely" to be 
burgled within the next 12 
months, compared with 4-4 
per cent in the US and 5J 
per cent in France. 

In a further measure, 
England and Wales now top 


the international league' for 
home security devices. More 
than three-quarters of 
homes have an alarm, spe- 
cial locks or grilles on win- 
dows or doors. 

The latest research justi- 
fies this fear, which Mr 
Straw says he is determined 
to tackle. Work at the Uni- 
versity of California cigiiwg 
that in the US burglaries fall 
by 44 per cent between 1990 
and 1995. By comparison. 
Home Office figures show 
that in England and Wales 
burglaries continued to rise 
unto 1993 before falling 9 
per cent by 1995. 

The evidence on violent 
crimes, foeindwig robberies, 


personal attacks and sexual 
offences, is even more 
remarkable. Between 1990 
and 1995, in England and 
Wales, total violent crime 
rose by 22 pm* cent In the 
US, violent crime actually 
fell over the same period - 
although at a much slower 
rate than property crime. 

The most striking 
improvement is in New 
York, which is no longer in 
the list of the country’s top 
200 most violent cities. 

In the first six months of 
this year there was a 30 per 
cent drop in murders In the 
city. If that trend continues 
there will be fewer than 700 
WTih^ g c there this year, the 
f i rs t time the number has 
fallen so far since the 1950s. 

San Francisco. Dallas, Chi- 
cago and Boston have aD cut 
overall crime by 25 per cent 
nm last year. 

ft fa true methods of cal- 
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culating crime rates vary 
from country to country, 
making exact comparisons 
awkward, and there is par- 
ticular controversy in the 
UK about the accuracy of 
the official figures. How- 
ever, repeated surveys por- 
tray a consistent picture: 
crime rates are slowly fall- 
ing in the industrialised 
world, although nowhere 
faster than in the US. 


It Is difficult enough to 
identify an international 
crime rate trend. But to 
learn the lessons - if there 
are any - Jack Straw must 
be sure he knows why crime 
is falling so fast in the US- 
As the ICVS study con- 
cludes: “What explains this 
interesting picture of recent 
crime trends is hard to say.” 

Simon Buckby 


German bearings group to expand Welsh plant 


By Peter Marsh 

One of the world's biggest makers 
of industrial rolling bearings and 
related car parts is pl annin g- a 
large expansion at its UK plant in 
Llanelli, south Wales. 

German-owned DMA, a private 
company with worldwide annual 
sales of some DM3.5bn ($2bn), is 
planning to increase the plant's 
production by 30 per cent by the 
end of the century. 


It is hiring 100 people at the fac- 
tory, taking employment to 600. 
Investment Hnlrprt to the agpflngfnn 

is put at about £17m over a five- 
year period ending in 2000. 

INA is among the world’s seven 
biggest makers of bearings, which 
are used in virtually every 
machine with ro tating parts, from 
cars to washing machines. Compet- 
itors include SKF of Sweden, 
Japan’s NSK, FAG Kugelfischer of 
Germany arid the US’s Timken. 


Lorenz Raith, INA’s chief execu- 
tive, said the T.ianeTli expansion 
was part of INA’s plan to look for 
growth opportunities through 
selective investments. 

The factory - the company's 
only UK plant among 30 worldwide 
- specialises in mechanical tappets 
and hydraulic engine components 
for cars that use some elements of 
rolling bearing technology. 

Output from the UK plant is not 
disclosed but is estimated at same 


£40m a year. Customers include 
Ford, General Motors and BMW, 
and some Japanese car make rs with 
European plants. 

Mr Raith said one of the aims of 
the expansion was to increase the 
proportion of the factory’s produc- 
tion that was exported, presently 
between 30 and 50 per cent. 

He said productivity at the plant 
was below German levels but bad 
“good potential" to rise because 
the factory was in “good shape”. 


Wage costs were lower than in Ger- 
many but this was not a significant 
factor behind the decision to invest 
in the UK, because the high level 
of automation made wages only a 
relatively small part of total pro- 
duction costs. 

INA, one of Germany's biggest 
privately owned manufacturers 
with 20,000 staff worldwide, has 
plants in Germany, France, Swit- 
zerland, Spain. Slovakia, the US, 
Brazil and Korea. 
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Accountants 
‘warned clients’ 

Price Waterhouse, the aocoimtante, said *■*■**' ft 


investigation launched ^ tiM frifand 
wwenue last week. The probe involves cheats of two af 
the other Big Six accountancy firms, Ernst St Young and 

are being mvestigated ^faterna-^ 

- tax liabilities bring moved 


onshore, race ~~ — . . , 

about the schemes to advise clients to steer d earo f ten. 
The timing of the raids is particularly embarrassingfor , 
Enxst&razng, which will today announce details nfa 
proposed merger with KPMG. creatfogtiiewo^^fa^; 
accountancy firm. "We are grvwg aR proper aswfataxwe.to. 
this enquiry," Ernst & Young s^C?°Pere A .IgteanA . 
said: “The firm is cooperating with the Inland Revenue as 
folly as possible." Jeon Eagtefutm 

■ TELECOMMUNICATIONS 

Study hits at ‘ill-equipped’ groups 

Ten years of telecommuni cations liberalisatianTb the UK 
has created a generation of traditional utilWesffi- 
equipped to help their customers move into adyanrad 
electronic services, according to a study. The report - 

sponsored by organisations including the UK trade 

department AT&T, British Telecommunicatio ns aral C able 
and Wireless Communications - warns that mform afaeft 
technology groups such as Andersen Consulting, Interna- 
tional Business Machines and Cap Gemini are set to skim 
the cream from new business opportunities, leaving the/ 
toiprmm operators to provide only commodity transmis- - 
sinn services. The study is critical of govemmmit priicy 
which has encouraged new entrants to compete by buna-. ; 
ing new networks. It is equally critical of the operators ‘_ 
for failing to develop value added services. Alan Cane 

■ SHARE DEALING SYSTEM 

Private investors may lose out 

Private investors who hold share certificates could lose ; 
out with the introduction of the London Stock Exchange's 
radical new trading system this morning as they are 
lively to face higher dealing charges than other investors. 
City firms which will control the dealing cha rges for most 
private investors are warning that a two-tier system of 



Win Uiopinw — — — — 

middlemen, for deals in the UK’s 100 biggest quoted com- 
panies, by automatically matching buyers and sellers who 
submit bids to a central order book. But deals that are too 
email — the vast majority of deals using share certificates 
- will still use marketmakers, renamed retail service pro- 
viders. Jean Eaglesham 

m FOOD STANDARDS 


Remit of agency to be extended 

The government plans to extend the powers of the pro- 
posed Food Standards Agency to include ruling on the 
nutritional qualities of diet, in spite of opposition from 
the industry. Producers have urged ministers to focus the 
new agency on. raising public confidence hi the safety of 
food on sale in the UK after a series of health sca res o ver 
BSE - or "mad cow disease" - and e.cofi. John WiBman 


The ins and outs of Emu 


N o thing has changed 
and everything has 
changed- The gov- 
ernment’s official approach 
to European economic and 
monetary union - that ster- 
ling’s membership at the 
launch in 1999 is unlikely 
but that all other options are 
open - is technically intact 
However, background 
briefings from Treasury and 
government officials are now 
making it clear that a deci- 
sion to join Emu is very 
unlikely to be made until 
after the general election, 
which is expected around 
2001 but could be as late as 
mid 2002. 

This carries weighty impli- 
cations. It means there is 
still a theoretical possibility 
that sterling will be a mem- 
ber by the important 2002 
deadline, when the notes 
and coins of Emu members 
are scheduled to be con- 
verted into the common cur- 
rency of Euros. 

But Tony Bfair, the prime 
minister, and Gordon 
Brown, the chancellor of the 
exchequer, have in effect set 
up a significant barrier to 
membership on that time- 
scale, because British busi- 
nesses, especially retailers, 
will have lost much of their 
incentive to prepare for it 
Mr Brown's hopes of launch- 
ing a national debate on the 
pros and cons of member- 
ship may also fizzle out. 

So what has happened 
since September 26, when 
the FT reported that the gov- 
ernment was on the point of 
adopting a more positive 


Robert Peston looks at Britain’s 
attitude to the single currency 


approach to Emu and was 
likely to issue a statement of 
intent to join at an early 
opportunity after 1999 but 
without making a commit- 
ment to a firm timetable? 

According to close col- 
leagues of the prime min- 
ster, the story and reaction 
to it were powerful factors in 
determining the new posi- 
tion. The article was based 
on interviews with senior 
ministers and officials in the 
Treasury and Foreign Office 
and others close to Mr Blair. 
It was not - as has been, 
alleged - a cynical attempt 
by Mr Brown and the Trea- 
sury to bounce the prime 
minister into a commitment 
to join the single currency. 

To close observers of West- 
minster, its thrust was 
uncontentious. Even minis- 
ters sceptical about mone- 
tary union had begun to 
appreciate the damage to the 
UK’s political and economic 
influence in Europe caused 
by an equivocal attitude to 
Emu. 

However, this shift had 
seemingly escaped the notice 
of the City, still focused an 
Labour’s sceptical rhetoric 
in the run-up to the general 
election. On the morning the 
article was published, share 
prices and gilts surged and 
the pound dropped sharply, 
as investors factored in the 
increased probability of join- 
ing Emu by 2002. 


This in .turn generated 
intense-, media interest. 
There were stories about 
secret government plans to 
hold a referendum on joining 
in 1999. There were reports, 
that Mr Brown, who is gen- 
erally mare positive about 
Emu than Mr Blair, was war- 
ring with the prime minister 
over the terms erf the forth- 
coming Emu statement. 
Most of these reports were 
met with official denials, but 
the precise terms of the FT 
story never were. 

-Meanwhile Eurosceptic 
newspapers, including 
.Labour’s powerful new tab- 
loid friend, The Sun, started 
to attack the government. 
“We had to kill the FT story 
but it just refused to die,” 
said a senior government 
official, i 

In the past week, there has 
been a flurry of meetings 
between Mi/ Blair and Mr 
Brown to finalise the govern- 
ment's position on Emu. 
They ■ agreed, that- sterling 
would not join at -: the 1999 
launch, as -had been long 
expected - and under the 
terms of the UK’s so-called 
Emu opt-out. they had to 
make this clear by the aid of 
the year. 

But they also recognised 
the- need for a statement 
about their longer term Emu 
ambitions. This was particur 
lariy important since the UK 
is to be European. Union 


president next, year and 
therefore to (hair politically 
sensitive meetings to decide 
the structure and member- 
ship of the single, c u r ren cy. 

The approach initially con- 
sidered, of making a general 
statemen t that the UK would 
join after 1999 subject to a 
series . of economic condi- 
tions being met, was 
rejected. 

“If we had nude that sort 
of statement, the question <rf 
when we were going in 
would have hung over -all 
our economic policymaking 
for day after day, - week after 
.week,” said a government 
member. “Every Budget, 
every interest rate change 
would have been pteked over 
to see if it made itmareor 
less likely that we" were jhjtB- 

fog." . -;v -v ;.C 

“The reaction .to' tbe^FT 
story showed that fetal 
would overshadow” -.-fair 
entire domestic ' economic 
polity agenda unless-^ 
something about 
another. 

So on Thursday 
prime ministe r Wwrt 
cellar agreed the-i__ 
that ffiey r heeded/a^ftfiti 
period of “stability" 
which the UK 
outside Emu. Btrtffiey W n 
not ready, to make fhepfpi 
and detailed publicsfcate 
ment of their plana,' .which if 
now promised for fee/flrs! 
three weeks after- tisa F i3bm 
moins resumes next Mgnday 

Uncertainty . about /SD 
Blair’s plans - jfbrr \th( 
pound will continue a' whflt 
longer. . - 



Government strea mlining urged 


By racfiotas Timmins, 

Pubfic Policy Editor 

The government could save 
£3.5bn ($5.7bn) a year by 
automating, integrating and 
devolving large parts of gov- 
ernment, according to a 
pamphlet published yester- 
day by an adviser to Tony 
Blair, the prime minister. 

Among its proposals are 
that the delivery of welfare 
benefits - though not the 
assessment of entitlement - 
should be privatised, so that 
an electronic card would 
allow payments to be picked 
up at cash dispensers or 
supermarket checkouts. 

The Inland Revenue and 
Customs & Excise should be 
merged and obliged to 
lighten the load of inspec- 


tion on business, it says. 

In addition, local councils 
should take over the man* 
agement of benefits and 
employment offices, provid- 
ing one-stop shops for access 
to government services. And 
data should be pooled across 
government departments so 
that the same information, 
did not have to be repeatedly 
provided when people dealt 
with government 

The proposals feature in a 
Fabian Society pamphlet by 
Liam Byrne, who last year 
advised Mr Blair on re-in- 
venting government before 
running Labour's business 
campaig n during the general 
election. He has also been 
advising David Clark, the 
public service minister. 

Mr Clark said yesterday 


the throat of tire changes 
was “very much the line - we 
are taking" as the ruling 
Labour party developed the 
“better gover nm ent" policy 
paper due for publication, 
next year. While not endors- 
ing the specific proposals, .he 

said: “We must make gov- 
eminent simpler .for the. citi- 
zen to deal with, and we are 

determined, to get depart- ‘ 
merits working- together." ; 

Mr Byrne says the old rela- 
tionships between depart- 
ments have not changed, so 
young people .seeking ; 
employment or benefits 
might have to deal with up 
to 11 different government 
offices, and lone parents 
with seven. Meanwhile, busi- 
nesses are subject to inspec- 
tion by 10 different agencies. • 


Tire dvfl service stfUi 


on > 

«rpated procedures and 
dated: technology" aru 
“quite unfit" - to , deliver 
Blair's vision of an info 
tion age society,' he says 

Sin ce 1989 banks; w] 
work -fa similar to nmci 
the government's ” so: 
delivery, have ;cut theft: j 
byrrper-ceot, whflethe 
■arnment; bad-managbd : i 
* 6 . per .cent reduction. ' ; 

5 Ehe good news, the. j 
pnlet says, fa that pit 
sector use of technolog] 
deve lop its. own hetwo 
front loyalty cards' tis infe 
five television^ provide 
chance for gavemmem 
“Piggyback”, avoiding 
expense of building ; 
from scratch. 
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THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS UK COMPANIES 


■ TODAY 

Abbey Natl Trees 7% Gid. 
Nts. 1997 $70 
Da 11.50% Gtd. Nts. 1997 
L575.Q0Q 

Affiance & Leicester 6.4p 
5% Conv. Unsec. 

Graham Grp. 2p 

Hanson 10%% Bds. 1397 
£103.75 

Irish Perm Treas 6.75% Gtd. 
Bds. 2000 IR675 
Do. 7% Gtd. Bets. 2001 IR700 
Islington Corp. 11.9% RcL 
2017 £5.95 

Devi Bk. 7% Gtd. Bds. 
£70 

ofKobe 9 %% Gtd. Bds. 

1 £95 

Mitsui & Co Inti. Fxd. FRN. 
1999 Y255.604 
Morgp S^ ^Prf. 

Nippon Tel & Tel 1014% Nts. 

1999, C$102.50 

PSD Grp. 2.4p 

Quale eram IRIp 

Rand Mines R0.15 

Rio Unto 10 . 37 p 

Royal blue Grp. 0.75p 

St James Place Capital 0.75p 

Sedgwick Grp. 3p 

Tokyo Tatemano 6 . 10 % Bds. 

1998 Y61 0,000 

Do. 6.15% Bds. 1999 

Y61 5,000 

Wellington Underwriting l. 8 p 
WF Electrical lip 


Yokohama (City of) 7 % Gtd. 
Bds. 2006 

Yokohama Fm Cayman Gtd. 
sub. FRN. 2005 Y443.149 


TOMORROW 

iBank 10%% Sub. Lit. 

1 5.31 25p 
Medeva $0.1273 
MIL Instruments 2.3p 
Prospect 3 Class A Nts. 2006 
£1,80337 

Do. Class B Nts. 2006 
£1.860.08 

Sudwestdeut Lancia Cap. MkL 
635% Gtd. Bds. 2003 
DM6230 

Westpac Banking FR. Dap. 
Rea 2001 $14.68 


■ WEDNESDAY 
OCTOBER 22 

Am Home Prods 9.61% Gtd. 
bds. 2007 £24035 
Armitage Brothers 4.1p 
Ashanti Goldfields $0,125 
Do. Global Deps. $0,125 
Cent Hispano Eurocap B FR 
Gtd. Non-Vtg. Pf. SSL96 
Christies Inti. 1 . 4 p 
De Doo r s Cons Mines $0,115 
Do. R0.72 
RneOst Grp. 5.45p 
Heritage Bathrooms 43p 
Irish Continental IR2.16p 
Norway (Kingdom ofl 7»% 
Nts. 1998 0572.50 
Pifco Hldgs. 33p 


Do. 33p 

Soc Gen Equity High Yield 
Prf. Eq. 18.49Tp 
Universal Ceramic Materials 

1 . 8 p 

Yokohama Rn Cayman Gtd. 
Sub. FRN. 2003 $3,062.50 


■ THURSDAY 
OCTOBER 23 
B.B.L Inti. Gtd FRN. Nts. 
1999 $154.09 
Black (Peter) HkJgs. 4.68p 
Common Bk AustraBa Gtd 
Undtd. Cap. Nts. $308.18 
Cussins Property 1.57p 
Darby Grp. 1j2p 
Midland Independent News 2p 
RPS Grp. 23p 
Schroders 7p 
Do. Non-Vtg. 7p 
TT Grp- 332p 


YTB Fin (Aruba) Gtd. Sub. 
4. 2003 $1,622.78 


FRN. 


■ FRIDAY 
OCTOBER 24 
Abbot Mead Vickers 2p 
Amey 4p 

Avonmore Waterford IR2.05p 
Brasway 0.59p 
British Mohair Hldgs. l.4p 
BS G rp. 1 .5pCavendfe h Wates 
0.9p 

Courtaulds Textiles 53p 
CPC Inti. $0.45 
□avis Service Grp. 3.73p 


Devro3.1p 
Flying Rowers 2. 45p 
Gasksll 2.4p 
Hanson 4p 

Irish Permanent IR4.6p 
Matthews (Bernard) 1.8p 
Nestor Healthcare Grp. 1.4p 
Pegasus Grp. 2.5p 
Platinum Inti Fm. B FRN. 2003 
Y659.643 
Quarto Grp. 23p 
Richardsons Westgarih 1 . 6 p 
Savilfe Gordon l.9p 
Smith (W.H.) Grp. 10.4p 
Waterford Foods IR1.9p 
Westpac Banking FRN. 1997 
$14.69 

WBson (Connolly ) Hldgs. 1.5p 
Wood (A) (Longport) 2p 
Yokohama Finance Cayman 
$3,575 

■ SATURDAY 
OCTOBER 25 

Brit Gov Stocks 914% Conv. 
2004 £4.75 

Manchester (City of) 1 1.5% 

Rd. 2007 £5.75 


■ SUNDAY 
OCTOBER 26 
AustraBa 11%% La 2015 
£284*375 


■ TODAY 

COMPANY MEETINGS: 

Pifco Wdg. Etrop Grange, 
Thortey Lane, Manchester 
Airport, 9.30 

TR European Growth Tst, 3, 
Finsbury Ave, E.C., 12.30 
Tring IntL Grp* Triangle 
Business Park. Wendover RcL, 


Aylesbury, 9.30 
WykD Qip. The _ ... 
Botanical Gdns. Westboume 


The Birmingham 


Rd. Edgbaston, Brntingham, 

12.00 

BOARD MEETINGS: 

Finals: 

Creston Land & Estates 
International Biotech 
Interims: 

Harvey Nash Grp. 

Owen & Robinson 
Seton Healthcare 

■ TOMORROW 
COMPANY MEETINGS; 

Black (Peter) Hldgs, The 
James Watt Room, The 
Brewery, Chiswell St, E.C., 

11.00 

Independent Energy Hldgs. 
College MU, 29, Gresham 
SL.ELC., 11.00 

Photo-Me IntL, Preston Cross 
Hotel, Bookham, Surrey, 690 
Stockbourne, 2, Serjeants 
Inn, E.C., 11.00 
BOARD MEETINGS: 

Finals: 

Betacom 
Chariton Athletic 
Paterson Zochonis 
Scottish Metro. Prop. 
Interims; 

Airflow Streamfines 


David Brown 
mcaptaGrp. 

Oflver Ashworth 

■ WEDNESDAY 
OCTOBER 22 
COMPANY MEETINGS: 
Armitage Broth ers. A rmitage 
Hse.. Cciwick, Nottingham, 

Conrad Ritbiat Grp. Radfeson 
SAS Portman Hotel 22, 
Pbrtman Sq^ W-* 12.00 
Magnum Power, 4, 
MfcraelSOT Sq.. 

Campus, Livingston, 12.00 
SnmijNMA Grp, Strtianers 
HaH. Ave Maria Lane, E-C- 

11-30 

BOARD MEETINGS: 

Finals: 

Lady in Leisure 
Wescol Grp. 

Interims: 

Dana Petroleum 
Grampian Hkfgs. 

Ocean Wilsons (Rk^s.) 

■ THURSDAY 
OCTOBER 23 
COMPANY MEETINGS: 
Abtrust Latin American 
InvsL Tst, 99, Charterhouse 
St, E.C., 12.30 

Aiumasc Grp, The Farmers & 
Fletchers Hafl, Cloth St, E.C., 
10 JO 

Beacon Invst Tst, 36, Gt 
St Helen's. E.C-, 11.00 
Govett Emerging Mkts. 

InvsL Tst, Shacketton Hse^ 

4 , Battlebridga Lane. S.E., 

12.00 

Haynes Publishing Grp-, 


Conference Centre, 

Motor Museum, “ 

Someraet, 1.00 
Sirdar, Cedar Court Hotel. 
Bradford. 12.00 
BOARD MEETINGS: 

Finals: 

Action Computer 
Interims: 

Lmrenar 

■ FRIDAY 
OCTOBER 24 
COMPANY MEETINGS: 

Bail (AJH.J 50 , Stratton St. W. 

11-30 ^ _ * 

Epic MuttimecBa Grp^ Royal 
Albion Hotel, 35, Old Steine, 
Brighton, 10.00 
Korea Europe Raid, 33, 
Gutter Lane* EC. 12.00 
Ouayfe Munro HMg- 8, 
Charlotte Sq., Edinburgh. 

12.00 

BOARD MEETINGS: 

Interims: 

Boxmare frrtL 

Company meetings are annual 
general meetings unless 
otherwise stated. 

Please note; Reports and 
accounts are not normally 
available until approximately 
six weeks after the board 
meeting to approve the 
preliminary results, 

This Bst is not necessarSy 
comprehensive since 
companies are no tea 
obliged to notify the < 
Exchange of imminent 
announcements. 


!n America, you are 
net required to oner 
food to the hungry. 
Or shelter to the 
homeless, in 'act, one 
of the nicest rings 
about living Here in 
America is that you 
ready don't have to do 
anyth me for any be civ. 


i, W 


To the Wjnffltai afyouarbo ; 
volufiteefedtirneandioonevlst- 


hnagme what more andd doJr 
Call T-SOO-SSnQVEi trti ' J ' 
Hitheworidyoucanda 


CONFERENCES & EXHIBITIONS 


OCTOBER 22-24 
Institute of Personnel and 
Development National 
Conference and Exhibition 
People, Performance & Progress 
Firmly esabfisbed as Europe’s hugest mat 
most influential management even, ibis 
year's c onference theme “People. 
Pfeifbraunce and P t ug na a " recognises Ac 
key contribution of people to sssohnbfe 
eompetniw advanra^. Key qieakca bckde 
Michael Rato; Ptoqr Bomrrik, Sr John 
Harvey- Jones and Charles Handy: 
Contact: IPD 

Tel: 0181 263 3434 Fax: 0181 263 3366 

_ HARROGATE 

INTERNATIONAL CENTRE 

OCTOBER 27 

The 2nd FT Diamonds 

Conference 

Building on the success of the 1996 FT 
Diamonds conference, this year’s event 
will provide a high-level forum to 
review mining, fi na ncing and marketing 
and to discuss trends in major consumer 
markets. For further details please 
contact Sarah Gibb. FT Conferences: 
Tel +44 171 896 2639 Fax +44 171 896 
2696. E-mail smabgjQipearan-pnxcam 

LONDON 

OCTOBER 27 

Denton Had NawMedb-Nsw 

issues fcnhe Advertising hdbsfry 

For both admen and advertisers, 
a practical overview of the cutting 
edge commercial, legal and regiriauiy 
issues that underpin advertising hi 
the digital age.' 

Contact: Jane Skelton. Denson Hall 
Td: +44 (0)171 242 1212 
Fax: *44(0) 171 3206647 
Email: jsIcelUM^dernoohaJIcom 

LONDON 

OCTOBER 27-29 
Introduction to the City and 
Financial Markets 

• Banking System and Market 
Participants - Organi sa tional Structure 
and Services at Major Banks • Non Bank 
Financial Institutions • Money Capital 
Markets • Risk Management Markets • 
Stock Market • Tbdmotogy and Jargon 

3 DAYS £825+ VAT 
CmwiT Bircfaan International pic 
Tet 0171 628 4112 Fax: 0171 628 41 13 
Email: faupbce^faupUcexom 

LONDON 

OCTOBB3 27-31 &DBCBUBB11-6 
Introduction to Corporate 
Credit Analysis - Level 1 

• Borrowers ami their needs; • Credit 
Analysis Techniques; • PAL and 
Balance Sheets; 9 Spreading. Ratios. 
Key Indicators; • Cashflow. Forecasts. 
Sensitivities; • Business Plans, Debt 
Capscity, Covenants; • Risks Analysis. 

5 Days £1023 + VAT. 

Boehm Ina-ti M finn tt l pfc 

Tel: 0171 623 4112 Fhx: 0171 623 4113 
lntanet±ttpJAvwwJairplaoe£am 
Fimiil- faimhcaffl fiiml«y nM 

‘"-LQ NDON 


Conferences 


Exhibitions 


Raising and Structuring 
Finance for Property 
Transactions 

A one-day conference for property 
Investors, dealers and developers, 
banks, surveyors and sofleftors. 
This briefing covers: 

• Finance for Commerce and 
Residential Devetopmort and 
Investment 

• Joint venture and Mezzanine 
Markets 

• Corporate Finance and Quoted 
Paper Markets 

• Property Taxation 

For further irfamaBon end booking 
form, contact Veronica Booan 
at Herey Swart Conference 
SMSes on M: 0171 4043040 
Fmc 0171 401 2081 


HiNlT 


STEWART 


London 


DBER 28-29 

i Telecoms - Assessing 
Business ventures 
sing the strategics of service 
lets, suppliers add financiers in 
i increasingly competitive 
ns market. Tbp indus try ^eakert 
AT&T. Telstra, Global One. 
an Malaysia contact: Samantha 
FT Conferences Asia Pacific id: 
J23 6373; fin: f+63)32J 4725 
gntmyl^pemson-phunoLSg 

SINGAPORE 


Utility Congress - 
Winning the Revolution 

An opportunity you cannot 
afford to miss 

Aimed at sentar ajfficutives of 
world-wide utility companies and 
their business partners, tfte two 
day congress and exhibition win 
caver subjects including - a 
financial views of UbeaUsBdon and 
competition, company mergers, 
branding. Infrastructure, doing 
business overseas, 
communicating with stakeholders 
and IT. Controversial utility issues 
will be discussed In separate 
seminars. 

Tet 444 (0)181 652 381 8 

Brighton Centre, UK 


Conferences 
& Exhibitions 


OCTOBER 29 
Accredited MBA Fair 
The Association of MBA's Accredited 
MBA Fair will cover fun-time, pan- 
time and distance learning MBA 
courses at over SO leading British, 
continental and American schools. 
Admission is free. Register to attend 
and receive full details via NatWest 
Bank's registration service 
Tel: 0800 854369 

Hottuara, LONDON 

OCTOBER 29 & 30 
MTN: A Focus on Asia 

A unique conference focusing on the 
trends driving the MTN market. 
Sponsored by. BZW. Mctgan Stanley 
Dean Winer, Ntkko, UBS, The Chase 
Manhattan Bank, I inklaiera & Paines. 
Contact: Teresa Roncero 
Td +44 171 7798420 
Fax +44 171 7798835 
Palace HoteL TOKYO 

OCTOBER 29-31 
Introduction to Ctsportee Finance 

• Corporate Objectives; • Finan c in g 
C omp a ni es; • Debt vs Equity. • M&A 
and Valuation lames: • Tone Value of 
Money/DCF Techniques; • Cost of 
Capital; • Dividend Policies; • EPS. 

3 Days £825 * VAE 
Contact Bochin International pic 
Ibk 0171 6284112 Fax: 0171 6284113 
faemcc tmptfwwwj&gptaceco n v 
Pmsil - &ir ph|i^>fpjyp| ffv GO BI 

LONDON 

OCTOBER 30/31 

UK/Europe/USA 
Executive Summit c# 

Auto Maters and Suppliers 
Netwtakmg C caifei enc e at US Embassy, 
London for Motor Industry Directors. 
Executives, Managers. Forecasts of 21st 
Century treads from Ford. Rover, 
GM/Vauxhati. Eaton, Delphi, GKN, 
TAN. Tenneco - 31 leading experts. 
Early application advised. Fee £400 
incltetive. Phone +44 (171) 4092927 
Fax +44 (171) 495 2944 

LONDON 

NOVEMBER 3-5 
16th (nfl Ratal Banking 
Conference and The Insurers In 
Consumer Ba nfcfog Conference 
Keynote speaker Peter EH wood, CEO, 
Lloyds TSB. Topics: Strategies for 
S h neholder Vttoe, Affiances A ftmenbipg. 
Mew Entrants. DeEvoy Chanda, teanet 
Financial Services, htsmets in Consu m er 
Banking. Programme available from: 
Bax Fhztimons (efiatimisg^affiatyiel. 
nuMa 

Tet (353-1)6718022 fn (353-1)671 3594 

LONDON 


The international Business 
Relocation Exhibition 
(IBRE‘97) 

For multi-national companies 
who are considering expansion 
or relocation within or to Britain 
IHRE ‘97 is the largest event 
Offering the most influential 
opportunity to discover the 
enormous benefits of relocating 
to the UK. 

Exhibition & Conference 
Contact: 

Julian Fisher or Nav Haim 
Tel: 444 181 568 8374 
nafl: lHto©ptdriowwi*.eotn 


NOVEMBER 4-5 
Unking the Balanced 
Scorecard to Strategy 

Too often the Balanced Scorecard 
framework is treated in isolation from 
flnargtc objectives. This e tsifBOJC C wiU 
enable you to develop a balanced 
scorecard framework that supports the 
successfld imptemenmiMn of strmegy 
Contact Kate Jenkins at Business 
bxdligmxTd: 0181 879 3355 
Fax: 0181 879 1122 

Qnd:liae)ria^lisbaHnfoixuuk 

LONDON 

NOVEMBER 5 & 6 
A New Century In PubftsMng 

Confirmed speakers include: The Ri 
Hoq Michael Hesetine MP. Nigel 
Stapleion, Reed Elsevier Marjorie 
Scardino, Peanon pic; Michael Lyman. 
Pen gran; Max Hoangs, Editor in <T«irf u 
Evcnm^ Standanl; Ms Doretha Coccofi 
Pnlsho. President. Dow Jones 
Interactive Publishing- Enquiries: FT 
Conferences Tel: +44 171 896 2626 
Fax: +44 171 896 269672697 e-null: 

Si " l@ll< "'^ OT LONDON 

NOVEMBER 6 
A Strategic Focus for HR 
CnottngPaa khiebnp aaanAeBtaunUne 
Seminar and practical workshop 
to improve your HR Effectiveness 
including complimentary HR Bench- 
marking and fontioning Analysis. 
Contact: Derek Bom al MCG 
Consulting Group 
Teh 0171 242 3665 
Fax: 0171 242 3885 

lilm LerrisA Binninatmn I LONDON 

NOVEMBER 6 
EVA 

This seminar tscUes the bey hones facing 
companies in implementing Economic 
Value Added (EVA) - the shareholder 
value approach whkh can raise business 
performance by identifying and 
maximising the key weald: creating 
activities within an organisation. Joel 
Stem, Ore world recognised authority on 
EVA, oiufines the practical steps towards 
intrgralkrg EVA into your company. 
Conran Kate Jenkins at Business 
Inrefligenae Tel: 0181 8793355 
Fare 01 81 879 1122 

Enaklorejaix^tiuuiBHKligEOceaufc 

LONDON 

NOVEMBER 11 &12 
The Sth Annual FT 
P etroche mi cal Industry 
Conference 

Organised with Chemical Matters, 
confirmed speakers include senior 
enentives fiom BR NOVA, Dow, National 
Petroleum Company of Iran, UOP, and 
Shmgtea F auidwuia d Compaay 
Conran: Sarah Gibb, FT Conference*: 
Teh +44 171 896 2639 Bra: +44 171 896 
2696 Email sarafaggpe ara x+pracom 

LONDON 


Low Cost Pensions 

A Strategy Foram answering 
fmir vital questions: 

• Haw can they bs marketed? 

• Haw can they be 
administered? 

• How can they be regiiafed? 

• How should they be invested? 
A Cltytorum super round table, 
sponsored by Price Waterhouse, 
Watson Wyatt, AUTIF and 
Pensions Wold. 

Contact: Cftytonm 

Ttefc 01225 466744 ftDC 01225 442903 

Brald067t)S2Z70@oonfuwvBtBin 

London 


Managing for Valne: 

Moving from theory to 
practice 

Businesses now have to go beyond 
teJtodtaictimsaaiBSbecfcp 
new and Innovative approaches to 
creafing value. This conference wl 
explore how shareholder value 
thinking is being translated into a 
management dkacipiine, leading to 
effeeflve business restAa. leakers 
inducte: Credit Suisse First Boston, 
Price Waterhouse, UoytfeTSBand 

tte' Tl Qeup. 

Contact Nfck Tribe 
Tel: 0171 830 1154 
Ftoc0171 831 0228 
Bnal: njcktr*M@ekixom 


London 


t Iil- tconomist 
Confers nu's 


NOVEMBER 13-14 
The Finance Scorecard 
This coaTacnoa examines ways in which 
aerdor finance executives can. by using 
the scorecard approach, arid value bo the 
business, improve Iheir own ' p ro du ctiv i t y 
and their contribution with 

tngible performance indicatora. 

Contact Kate Jenkins at Business 
Intelligence Tel: 0181 879 3355 Fax: 
01818791122 

Emai: la rjnti e i ■Wjgfnmm i fc 

LONDON 

NOVEMBER 13-14 
Financing Energy 
Infrastructure 

Analysing the new instnunents and 

strategies in financing Asia's energy 

infrastructure f w 1 ***' s«n — niti« I wiyr 

FT Conferences Asia Pacific 

td: (+651 323 6373: 

flue (4651 323 4725 

e-mail: sammy k^peanoo- pro ^om-sg 

SINGAPORE 

NOVEMBER 17 & 18 
Reinventing the Utility 
New corporate structures for energy and 
utiSty ni the convagiug nsshfi 

of the 21st Century. Speakers include 
Mr James T Hackeo, Duke Energy 
Corporation; Mr lan Robinson, Scottish 
Power; Mr Genud S us smarm, Suez 
LyormaiK des Eaux; Mr Philip Green. 
Gtddrwn Sachs hmemarionaL Enquiries: 
Lucinda Roberts, FT Con fe rences 
Tel: 444 171 896 2120 
Fax: 444 171 89 6 2696726 97 
Krona- lucindar@peBtsoii-pio.com 

LONDON 


Hie Sixtb City of London 
Central Banting Conference 

Parfaparus choose horn suthcriKUta 
and topic al toruma on: 

• REGULATION AND RISK N 
EMERGMG MARKETS 

- LATWAMEFUCA AND THE 
CARBBEAN - SWBOITYa GROWTH 

- CB'TTRAL BANKS AND THE 
MANAGEMBfT OF RESERVES 

- CHANGING CTTY REGULATION • 
nsea*CrONFOFBGNPLMB1S 

Speakers include central bankors. 
rogolalors. tnvosJroent banhara and 
fund marageis- Bankers ThasL Chasa 
Manhattan Bank, and Donaldson, 
Lufkin 8 Jonretta sponsor this 
successful annual co nfe r en ce, to be 
hold ri 1997 with a sopor round table 
format 

M oi mre an: Ckyferua 

Td: 01 225 4GS744, Fax: 01 225 442903 

Emat 1067D32Z70@compu3ervnccni 

London 


NOVEMBER 20 & 21 
FT European Economic and 
Monetary Union 
Economic impact cfEMU srai the snregjc 
rnipfe-ariorw for hanks, caoilal nrarfccc and 
Ewcpen based ctxparates. SpcArrx: The 
Rt Hon Kenneth Clarke QC MP; Mr 
Howard Davies; Mr John Kemp- Welch. 
Fi »y n riee 1 j«and» Bribers. FTOo nfrien mi 
Tel: +44 171 8962120 
Rul- + 44 171 896 2696/2697 
Email: lncindar#pearaon-proxcxn 

LONDON 

NOVEMBER 24-28 
International 
Tetecommunlcalfons 
fofrastnicture Congress 
C1MNTEL *97 

Powering. Access Net Work, 
Supervision. Structure Cabling. 
Pmanations of 52 "^4wi«rai« articles 
m pkcary sessions and 8 dwn-couses. 
Contact: Mr Josl Eduardo Azarirc - 
TELEBRAS Teh (+55) 19789 61 90 

Itp -//mnumi marn-pi . hf A TO m wft i i iimrf 

FORTALEZA. BRAZIL 


Conferences 
& Exhibitions 



Alphataaia 


The Challenge of 
Llberallislng Gas Marinis 
Visft the world renowned 
Alphaiania 15 years on, and 
sqjtore the comptexffies and 
IrderadioRsof rastnrchmnfl. - 
prtvHlisalion, liberalisation, 
regulalion and for^gn hivestm&it 
in Nidteznia and gas industries 
worldwide. ' 

For farther informalfon contact 
Anita Gardiner or Esther Musoke, 
The Wphatania Group, 

Tel: 444 171 6130087 
Rax: +44 171 6130094 
Email: gnOecomHnaiarsxofli 
Website: 

http y/www.gas-mattersxom 

VTctona, AnstraKa 


Tta Asoncf d» W atarfront 
Devafopmant Project . 
Confoience 

Asunddn Mayor, Mattel Burt, and 
Metro Dade Mayot-Atec PeneJas, 
wffl host a conference praserting 
aiw trf the btgtetitrban 
davriopnwnt ptt^e^s ta the 
Americas, encon^iasslng the 
reclamation and cojmneicfellzitloit 
of 700 tectares of j^fme cNy center 
land in Asuncion. Paraguay. 

Contact Maggie Fernandez, 
MFMfat (305)285-7883, 

Fax (305) 285-9583, - 
E-MA* gaNnetflabnca.BOv.py 

■ ■ - . Miami 


DECEMBER 2-4 
SHOfEX97 

is the p re mier offshore exhibition and 
conference. S HO REX brings together 
offshore service providers, inter- 
mediaries and clients ro share the ben in 
offshore professional services and 
otf&hore finanre. 

If you would like to visit the exhib&oa 
at a ttend the conference, please call 
Anna Kirin on +0171 4821000. ~ 
^uranO^RCetoeJj^OWI 



NOVEMBER 18 
Budget *97 

Europe’s leading conference on 
budgeting, forecasting. long range 
planning and financial modelling 
systems. Featuring leading edge case 
studies from multinationals, expert 
speakers and full prodm demonstrations 
of the "best of class’* budgeting and 
pbnnig software packages. 

For information TO: +44 (0) 181 445 
2688 Fax: +44 (0) 181 445 7172 
Caffe Royal, LONDON 


The Fust World CATV 
Strategy Summit 
CATV faces major opportunities 
hi competitive telephony, Internet, 
and tflgtel TV services. This 
forum is its strategic roadmap. 
Covering presentations of actual 
operator experiences, uniquely 
parfiepants wffl also be able to 
model busi ne ss strategies 
themselves under specially 
researched "Executive 
Masterclass" scenarios, from 
Tetecommunlcalions ® 
International magazine. 

CATV Summit Convener 
1W: +44 171 957 0030 
F»x: +44 171 957 0031 
6-maflr JLaukao®c*xnpuaanraxom 

Cannes, France 


Russia toTrarofitau: Be tew the 

Surface - the Challenges and 

QppMnHai Ahead 

The Dow JonarRuMirai teme t 
Foam etUeenn toy issues retatrig to 
the everexpendng Russian roatkete. 
Dteuario n s and cpncM pte a raka*3n« 
wSfacuson: 

• RusEjaVitBnsflkin process 

• Oaaflondtoe private sector 

m Thek i w M flnareiandB uiqM 

• K^opptxtertfles 

• Cane stales . 1. . 

• Bar«yfngtBriurabiirait 
jeenfiafcte •• 

Confect: Hone Stowne, Dow Jonas 
Wd«ni71 8329992 
(0)1718329940 


DOWJQNESL^ 


New Yorit 


Conferences 
& Exhibitions 


DECEMBBI9 

FourOi Annual South Africa: 
Economy, Investment & 

TVade Conference 

Held, in conjunction -arid] the South' 
Africa Foundation, SABA and Ftetnmg 
Martin. A country risk aMesamenx. . 
analyst! of emerging business and of 
opportunities to create world class 
industries win feature in a programme 
led byMrMa Khomalo. 

InformatioiE Crtyfonnn. 

Tet 01225 4667*4, Fax: 01225 442903 
LONDON 

DECEMBER 3-5 
Venture Forum Europe *97 

This 8th annual l faimp Fanun Europe, 1 
arranged by FT Cnfacnoea and.' Venture 
Economics, looks at the baea infexunoao 
on pri vate equity in Europe, the debt;. 
mark e t , exits, bow privatisation fs bdfig 
jn vamrau fa C Europe, opporamitia . 
■a «ber emerging mrakeB raid bow Enrepe 
is increasing in appeal to toe IS inraroc 
Caom Sarah GMj, FT Cooferences: TO i - 
+44 171 896 2639 Fkx 444 171 896 2696 
jeom." •■■■•.■ 

LONDON - 



CEPict 


-ICI - *97" 

Invest in Cote d'Ivoire 

25-28 November 1997, Abidjan, Hotel Ivoire 
Gdte d'Ivoire offers: 

• Proposals for privatization af airiine. public nansport declzichy, penochemiati and other coi7!paniosL 

• BOT (BuLId Operate Tiaiisfer) projects such as bridges, an exhibition park, an nrban raflway system, etc. 

• Industrial cooperation and opportunities in the agro-food, tourism and othg~ sectors. 

• Supportive envtrcmmeirt & attractive industrial incentives. 

• Preferential access to UEMO A and ECOWAS markets. 

Meet your potential Ivorian partners to discuss business cooperation including Joint-ventures and the 
estabhshment of whoOy foreignovroed enterprises. 

UNIDO For farther information please eontKi CEPK3 

DirocbB-of investment Services Centre for Promotion 

PO Box 300, A-1400, Vienna. Anstda of Investreem in Cte d'Ivoire 

Teh (431) 2U31 5470 or 604 1 BP.V152 

Fas (431) ZU33 6806 or 6808 Abidjan 01. Cate d'Ivoire 

E-mail: AMca in Tg afuid doang TO: C2Z5) 21 40 70 

lafeMh riiH]rifuiwri nnldfti^ /wma ■ Fax: (2251 21 <0 71 

| Next UNIDO Inveatura* Foram in Afiicar March 199fl._Conjkrr. Calnea 1 


Conferences & Exhibitions 


To advertise conferences, exhibitions, trade fairs, conference venues and 
training courses to approx i£ liuflioh readers woridwide. 

Contact VWenneEka on. 

+44 171 873 3507 lax +44 171 873 3098 


Financial Times 


LANGUAGE COURSES 


Olympia, London 
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It’S that moment of insight when remarkable thing 
Happen. 

For example, take the makers of Ping® golf 
equipment. Karsten Manufacturing was taking years 
to design a new set of Ping irons. That’s twelve irons. 
Thats one at a time. That’s way too long. Then, they 
began developing and testing their designs on high- 
performance Silicon Graphics® systems. 


Less than a year later, a new set of 


Ping clubs shipped to stores around 


the world. And golfers everywhere 


found one more thing to love 
about the game 
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It’s just one example of what people do with Silicon 
Graphics’ systems - collaboration with better results in 
less time. And whether you work alone or in a group, 
Silicon Graphics provides you with the freedom to do 
things you can’t with any other computers. To see new 

and more informative data. To look deeper within 
yourself for better answers. 

People in practically every industry, in nearly every 
comer of the world use Silicon Graphics workstations 
and servers in manufacturing, science, government, 
telecom and entertainment. TTiey are the people whose 
insights turn the ordinary into the extraordinary. 

If you need more proof, stop by your local driving 
range. That little pinging you hear is the result of better 
clubs getting to market in half the time. 

To find out more about Silicon Graphics, visit 
our web site or telephone 07000 SILICON (745426) 
quoting reference Ping. 
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G ood governance has 
become a very fashion* 
able catch phrase in 
certain parts of Wash- 
ington’s labyrinthine power 
structure. 

Some of the high-powered 
bureaucrats who descend every 
morning on this odd little town, 
from comfortable homes in neigh- 
bouring states, probably whisper 
it under their breath as their cars 
clatter over the potholes that 
seem to get ever more common. 

But the important people here 
who speak of good governance 
are not, as a rule, calling for 
improvements in America's 
administration, however desir- 
able those might be. 

The phrase has been popular- 
ised by the mandarins of the 
International Monetary Fund and 
World Bank, as a new way to 
describe the virtue which the dis- 
tant lands in their care most 
urgently need to cultivate. 

It reflects the conviction that 

conservative fiscal policies and 
realistically priced currencies are 
not the only keys to successful 


Good governance begins abroad 

. . ^ : Even by the standards of trou- «« S»««5lS3S 


nf fire engines. Tl« 

sESws-S 


economic development 
Equally important - or so the 
new conventional wisdom goes — 
is the . stamping out of corruption, 
the levying of taxes in a fair and 
transparent manner, and the con- 
solidation of tile rule of law. 

Like so many other global 
developments, the increasing 
firmness of Washington's mighty 

frnanrial insti tutions in preach- 
ing admini strative. 3S well as 
monetary, rectitude throughout 
the world can be traced in part to 
the **nd of the cold war. 

In the old days, a corrupt 
regime in the developing world 
could play one superpower 
against another. But now that 
game is over, the US and other 
western governments no longer 
have any strategic reason to con- 
done or subsidise misrule. 

Yet there is something weirdly 
ironic about institutions based in 
Washington - and strongly znflu- 


DATELINE 


Washington: 
Mandarin slogans 
only highlight the 
threadbare social 
fabric, writes 
Bruce Clark 


Even by the standards of trou- 
bled American conurbations, 
Washington is an administrative 
area - the dimensions of 
which are only now becoming 


but to settle, at least for the time 
being, into a largely ceremonial 

President Richard Nixon s 
grant of home rule for the Da- 

e*. . . - 1C two. 


the 100 000 or so who inhabit the 

tsa. the effects of “akfSfS 
tana paj! be far more deadly. The 

aisaster'area-ttedtaenfflonsot ^ ^ Distritf s 

which are only now tecorn*! g* JKJihtt* in two- Un« I « size, 
dear as a financial control board, tnct, OTC e hailed as of these murder 

established by Congress, tefcs ^JSe“ ^decokmfea* Ojr with 

"SLXSLZSZ" 0 * B- fSS^oftwo^. 

with a grouchy Republican Sena- a iedbe& to the png s 

Z froTS Caroli^ caned A WJrt „ bonffic 

I^uch Fairdoth virtually dfctat- tnis . — ^ «mna stored 


enced by the US government - 
becoming the world's main teach- 
ers of competent ad mini stration. 

Hardly a day has gone by 
recently without some revelation 
about the staggering incompe- 

§sp£Hs Isiiil 


from Mayor Marion Barry. 

Mayor Barry, re-elected for a 
fourth term after a six-month 
prison sentence for cocaine use, 
has been forced to surrender 
most of his powers to the control 
board as part of a financial res- 
cue package launched in August. 

The mayor, who once oversaw 
a bureaucracy of 50,000 people - 
nearly one in 10 of the city's pop- 
ulation - protested bitterly about 
the “rape of democracy” in the 
District which was granted 
self-rule in 1973. But with the 


haucn rauwuLu 7 

lug the terms, has inevitably 
been viewed as “neocolonlal m 
some quarters. 

But ■ the consequences of mis- 
rule have fallen hardest on the 
city's poorest areas. For theaffla- 
ent inhabitants of the Districts 
northwestern sector, city gwan- 
ment is something to grumble 
about at dinner parties - tog 1 
taxes, endless and paintfess road- 
works, drinking water of dubious 

^For^tbe less well off, including 


The Monday Profile; Harvey Golub, American Express 

Cost-conscious card player 

.,n U.abnt Kw TOtmlfltl 


52ds in more than 100 recent 

m ithas °Sso emergedfeat^^h- 

iugton’s death rate 
doSe that of other 
cities, because 

medical services and a shortage 

ft GUIDE TO: 


^ and a 

SSed Kaye Christian ^ 

weeks latetMs 

nrw*n because she insisted tbar 
d££s could take not place white 
,. ori i. -nnf repairs werem pro^ 

was the third late school 
opening in four years. . - . . . 

Botfe* of the 

cm servants who denis*! the 
ooUcy of good governance forthe 
SSw Will be paying 
the intractable problems on^ 

doorstep- They go 
to leafy places m Vir gnia am 
SaSd! where the 
lower, the roads are mended, and 
the state schools are superb. 


EURO-INSURANCE MERGERS 

-- — 91 im urn 


F or a man occupying a 
sea t which has been hot 
in recent years. Harvey 
Golub seemed very 
relaxed as he outlined his strat- 
egy for American Express over 
coffee and bagels 50 storeys 
above Manhattan. 

When he took over as chief 
executive in 1993, his predeces- 
sor. the flamboyant Jim Robin- 
son. had just made one of the 
more abrupt forced departures in 
Wall Street history. The company 
Mr Golub inherited looked to 
many like an anachronism. 

A costly attempt to create a 
financial services conglomerate 
including the Shearson Lehman 
investment bank was being dis- 
mantled. Meanwhile its central 
card product, which charged an 
annual fee and did not allow 
holders to borrow, looked 
increasingly bad value compared 
to a new generation of credit 
cards which rewarded their cus- 
tomers with air-miles for heavy 

spending. . . , . 

Five years later, things look 
different. AmexCo under Mr 
Golub’s more restrained leader- 
ship has made painful cost aits 
which have helped both earnings 
and its share price. The latest, 
announced in January- saw 5 per- 
cent of the workforce laid off. 
with the company ta king a $l25m 
(£77m) restructuring charge. 

A trickier challenge is to 
improve revenues. American 
Express’ share of the US market 
has fallen consistently during Mr 
Golub’s tenure, as it has in every 
year since 1988. But there are 
signs that his decision to aban- 
don the company’s reliance on 
the green charge card andlaunch 
an array of credit cards with dif- 
ferent commercial partners is 
beginning to pay off. 

For the first six months of this 
year, American Express 
accounted for 18^ per cent of 
money spent with US payment 
cards, according to the Californ- 
ia-based Nflsou Report That was 
up on the 18.31 per cent share 



registered last year, but still a 
long way behind the 26.18 per 
cent share it commanded in 1988. 

This year the company has 
launched new cards, in Argen- 
tina. Australia, Brazil. Hong 
Kong. Mexico. Taiwan and Tur- 
key. His target is to derive half ot 
all the company's revenues from 
outside the US. 

“We don’t want to achieve that 
by diminution of the growth rate 
in the US. The increase in reve- 
nue will primarily be here, sim- 
ply because of the mathematics. 
Seventy per cent of our income is 
within the US." 


But the future of the business 
overseas. “Network deals are 
coming, fluidly. Tbe more we ran 
do with the same structure the 
better. The variable costs are cov- 
ered by the current income." 

The focus in the last two years 
has been on management team 
infrastructure and capabilities to 
launch the products, with a spe- 
cial team of managers created to 
b undle every international deal. 

Mr Golub also seems proud 
that all the senior managers in 
its international payment busi- 
ness are now non-American. 

Similar deals with banks in the 


US are blocked by regulations 
imposed by Visa and MasterCard, 
which bar their member ^ bank s 
from i^iTing American Express 
cards - although similar rules 
have fallen foul of competition 
authorities in Europe. 

While Mr Golub denies that 
Ahang**: in these rules are essen- 
tial to American Express, he 
obviously cares about the issue: 
“This country has long prided 
itself in being a leader in anti- 
trust law. But it feels to me like 
the European Community and 
the Treaty of Rome are In fact 
tnidwg a leadership position." 

A final strategy to increase rev- 
enues is to use the "brand 
equity” from its card business to 
help with its large brokerage 
Operation, a legacy of the 1980s 
acquisitions formerly known as 
IDS. recently re-named American 
Express Financial Advisers. The 
idea is that this will allow the 
brokerage to increase sales on 
the bade of the card business. 

“We have only a few million 
Financial Advisers customers, all 
in the US. We have tens of mu- 
linns of card holders in tbe US. 
American Express is a more 
widely known and better trusted 
brand t han was IDS. We have 
advisers who are getting unsoli- 
cited calls for the first time in 
their careers. People went 
through the phone hook and saw 
the commercial. The brand helps 
them do business." 

Mr Golub, who once headed 
IDS, has keen plans for the busi- 
ness. and US card holders have 
already been sent mail-shots 
offering them a free financial 
consultation from the company. 

Despite the growth strategies, 
however, cost cutting is not over. 
“It will go on. Cutting costs is the 
hardest thing any executive bas 
to do. I don't know anyone who 

enjoys it. , . 

But you have no choice about 
whether you do it - you can only 
choose when. - 
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sleepy worid of insurance. Insurance 

This has been a long “SSb tawflng 

wiiiim rates. The x*w“ . eidpehaw 

Zurich and BAT 

nndprwritiiiE hfls become- x oe *g a 

lump sum if they die early. 


L£^<?Sid pensions market Penmens are mg 

’’Imputation in developed Icmmtris 
„„dcrtrial security infrastructures are buckling 

Demand ^ pere^^ 

is rising and the private sector will benefit hugely 
during the next few years. 


John Anthers 


Why has competition to insurance j^reasetf 
Abuh run lasting several years ^ eqmty maAete 
and an absence of big hurricanes lm UK c°mpa 
nS flush with rash. They 1™*® 

SS>lus capital to cut prtas and to 

more aggressively. The 

which transformed Insurance 

toe and the markets in continental Europe, where 

prices had been tightly controlled, have been 

de SSo reduce costs has grown and that in 
itself has driven deals like Royal 

merger with Sun Alliance last year ^theacqmr 

STcf France’s UAP by Axa. Addedto tin* - 
hanks are snatching customers 
ance companies. AH in alL the industry is m a 
tight spot 

So why don’t insurers co-operate with tte banks? 
Theydo and there is a tot of 

insurers have developed alhanc^withtoite. 
Shicb enable them to sell their products over the 
counter in the high street as WB n,“ 
long-established networks 
knock on your door - or, more often these days. 

Sd then appear with a laptop under 

^mT^ave gone much further. Wtotertto 

Switzerland’s second biggest insurer. 

by its banking ally Credit Smsse in August creat- 


tog a “bancassurance" group. 

ArawegotagtoseemmwnOTe^l^^ 

Probably. , AGF. 
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France’s second-mggesx- in™. insur- 

sssss'sy zz****'. * Bttte 

K^rkem in rita 

and the range <tf OP*”* B liec0 ^ 
tog increasingly limited. 

Wtot are the dances <rf cmsrtpnter dads being 

together would not have enough of the Frencn 
STfbTa menter to be vetoed on competition 

gC lothe longer term. 1*™*-™* 

aSoStt® -would 1 * probab ly take 
ggr-ijSm last week cleared t hedCQUta ifaoa 

^^or by Credit Suisse, a nec^iy step 

hnsuse Switzerland is not part of the EU. 
^^AT^ Zurich, the -approval process i* 
likely to be more convoluted, espedal^inJhfiJlS. 
where each state has its own insurance 
sioner Because of the group’s unusual ririn- 
beaded structure, it is likely to [itoayrarfej 
to obtain the necessary approvadfr^US^^ 
tory authorities and tax clearance from the UK’s 
Inland Revenue. 


What effect will Enreiiean monetary union have 

will undoubtedly facilitate trade m 
mods, a greater degree of harmonisation 
SeauSries will be needrffifr 
Life products are subject 
tax rules, legislation, and regulatory require- 
ments, which vary widely between member 
states. 

There is a buzzword in the industry to character- 

“gtobsltaaflmiVCm; 
tainly, companies are getting bigger andoperat- 
Sto mere countries. But few yet lave suffWoit 
market share outside their home nukato to be 
^tipH global That is a process that will take 
several years and is only the beginning. . 

Christopher Adams 
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Robert Chote • Economics Notebook 

A dilemma for democracy 


The dynamics of interest rate decisions are poorly understood 
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Gordon Brown’s decision to 
surrender control of interest 
rates to the Bank of England cre- 
ates a dilemma for believers m 
democratic government 

Changes in interest rates have 
a profound effect on the lives of 
ordinary people and the way 
they are set is a matter of pubhc 
interest and legitimate political 
concern. But at the same time 
the whole idea of matongthe 
Bank independent is to protect it 
from vote-grabbing politicians. 

To square this circle, an Inde- 
pendent central bank must per- 
suade the public that it should 
be allowed to take decisions of 
which they might disapprove m 
the short term, by reassuring 
them that it will be ating m 
their own long term mteTesi- To 
secure this consent. tbe «o^J 
bank must always explain its 
actions and be prepared to 
defend them after the evenL 
as Alan Blinder, former vice 
chairman of the US Federal 
Reserve, said in a speech last 
yean "Public accountability is a 
moral corollary of central bar* 
independence. In a democratic 
society, the central bank s free- 

S act implies an oblation 

to explain itself to the pubhc. 
Thus independence and account- 
ability are symbiotic, not con- 
SX- Accoun t abilityleg l tim a 
fees independence wlthm a 
democratic political structure. 
Under the legislation whidi 

will be presented to parliament 
in the nest few weeks, mudi of 
the responsibility for holding the 
Bank to account wp ^ 
Treasury Select Coimwttee of 
the House of Commons. BJ it 
will not be enough for ™ t0 
read the Bank’s quarterly Infla- 
tion Report and them^toJr 
minutes of its monetary policy 


committee, and then fire off a 
few questions at the governor 
every now and then. The select 
committee must look below the 
surface and try to understand 
the real dynamics that deter- 
mine interest rate decisions. 

The first step will be to ana- 
lyse the way in which individual 
members of the monetary policy 
committee vote. So far all its 
decisions have been unani mou s, 
but this need not be so. Formal 
votes are taken at each meeting 
and the decision of each commit- 
tee member is published openly. 
But studies of the Federal Open 
Markets Committee, which sets 
short-term interest rates in the 
US, suggest that formal votes 
may paint a misleading picture. 

“When monetary policy direc- 
tives are formally voted upon, all 
participants know that the pro- 
posal has been crafted so that it 
will pass", according to a study 
by Henry Chappell and two col- 
leagues at the Universities of 
North and South Carolina^ 
“Each individual must then rest 

either an assenting 
vote. In most cases, individuals 
choose to assent even when they 
have reservations about the pro- 
posed policies. As a rrault the 
formal voting .record masks 
much of the information on indi- 
viduals’ preferences”. 

prof Blinder’s experience at 
the Fed confirms this impres- 
sion. He found there was a tra- 
dition that dissent Is a huge deal, 
that you only dissent on a really 

fundamental disagreement. It s 
in the water.”** The monetary 
policy committee in the UJmay 
well develop a similar culttre. 

Chappell et al tried to fathom 
the FOMC’s decision-ma king p n> 
cess by looking at transcripts ot 
the rather than relying 





on self-censored voting records. 
Transcripts were only available 
for the 1970s, but they suggested 
two "’ml" conclusions. First, that 
majorities on the com mittee 
pushed through their preferred 
position without moderating it to 
reflect the views of the minority. 
Second, that the opinion of the 
chairman at 'the time - Arthur 
Boras - carried four times the 
weight of other FOMC members. 

If anecdotal evidence is to be 
believed, the disproportionate 
power of the chairman has cer- 
tainly survived into the Green- 
span era. It will he interesting to 
see if Eddie George, the governor 
of the Bank, wields similar influ- 
ence in the UK, especially as the 
chancellor favoured indepen- 
dence in part because he wanted 
monetary policy depersonalised. 

In addition to e x am i nin g the 
power of the governor, the Trea- 
sury Select Committee should 
also keep a dose eye on the rela- 
tionship between the “Insiders" 
on the monetary policy commit- 


tee and its independent mem- 
bers. At full strength, the mone- 
tary policy committee will' com- 
prise five Bank officials (the 
governor, two depttty governors 
and two executive directors) and 
four outsiders (two academics, a 
former industrial economist and 
a former Treasury official). 

It is easy to imagine one of the 
outsiders dissenting from the 
majority view, but it is less easy 
to -ima gine the insiders voting 
against each "other. Will the. 
Bank’s chief economist really be 
prepared to vote against the dep- 
uty-governor' responsible for 
monetary policy or against the 
governor himself? Bear in mind 
that the Fed chair man 'and Presi- 
dent of the New York Fed have 
not voted against each other on 
the FOMC in living memory- 
But on the FOMC. the distinc- 
tion between insiders and outsid- 
ers is not really dear cat. The 
Fed chairman wields power 
largely through his own author- 
ity - bolstered' by his staff econo- 


mists, who provide influential 
but unpublished forecasts' and 
advice to FOMC members in fb£ 
so-called “greenbook” and. ‘^blue- 
book”. Even the Fed's Washing- 
ton-based governors sometimes 
feel like outsiders, and in recent 
years they have complained on 
oc casions tha t the chaiHrrah and 
staff keep them in the dark. * 

On the UK policy committee; 
the Bank insiders not only have 
in stituti onal back-up — they also - 
command the majority of the 
votes. But what if they are not 
prepared to vote against each 
other? What then is the point of 
the outsiders? They can only 
hope to influence the insiders’- 
position before they vote. - 
The Bank’s published inflation 
forecast also looks increasingly 
anomalous in the new regime. 
August’s forecast was described 
as the collective view of the com- 
mittee, but in the future differ- 
ences of opinion abbot interest 
rates might surely reflect differ- 
ences of opinion about the out- 
look for inflation." Even if indi- 
vidual members are; allowed To 
dissent from the forecast, the 
“house . view" it embodies is 
likely to dominate committee 
decisions even more than the 
staff projections- do at J the Fed. . 

Against 'this backdrop, it may | 
not be dear for some time where : 
power really lies in the monetary 
policy committee imd who is in 
fact setting interest rates. But 
the Treasury Select . Committee 
should endeavour to fin'd out. • 
'Voting Models of. Committee 
1 jedsiou-Moking: An Application 
to the FOMC, by 3 Chappell W 
Seech & R McGregor, 1996. - • 
"Back from the Brink,' by Ste-' 
vert Beckner , John Wiley, 1996 . ' " 


SrTTiaH: 'Robert €ho te(^T. com: y 
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MARKETING AND MEDIA 


Broadcasters square 
up for a violent 
pay per view clash 

'Big basic' British television is under threat, 
write John Gapper and Alice Rawsthom 


F or those who like 
watching the 

coming of pay per 
view television to 
Britain presents a wonderful 
. opportunity. Not only can 
they see events such as 
Prince Naseem Hamed 
defending his world title live 
on BSkyB, but they also get 
a ringsid e seat for a tussle 
between broadcasters. 

Pay per view, under which 
television channels sell mov- 
ies, sports and music events 
on a one-off basis, has been a 
force in the US for 18 years. 
Satellite companies such as 
DirecTV, which can show 
movies around the clock at 
staggered start times, can 
now exploit its full potential. 

"Pay per view is the most 
honest form of television,” 
says Sam Chisholm, chief 
executive of BSkyB, which 
plans to offer movies 
starting every half hour - a 
technique known as near 
video on demand - when it 
switches to a digital service 
with 200 channels in spring 
neat year. 

Yet pay per view also rep- 
resents a potential threat to 
BSkyB because it could 
undermine its dominance of 
pay television in the UK. 
Four cable companies have 
just signed a deal with the 
Hollywood studio Warner 
Brothers to show its movies 
on a pay per view basis to all 
UK cable subscribers. 

Cable companies say pay 
per view will give them 
access to programming - 
rather than having BSkyB as . 
a mediator - and a greater 
choice for their viewers. 
“Customers will pay for 
what they want, not what 
they don’t." says Steven 
Wagner, managing director 
of the cable company NTL. 

The latter is critical for 
cable companies, which com- 
plain that low take-up of 
television by UK cable cus- 
tomers - 28 per cent of cus- 
tomers take television ser- 


vices - is partly due to 
BSkyB's bundling of many 
channels into a single offer- 
ing. an approach known as 
“big basic" in the US. 

“This industry has gone 
down the route of big basic, 
which is flawed. If you go to 
the supermarket, you don't 
find Coca Cola only in two-li- 
tre bottles/' says Mr Wag- 
ner. Yet pay per view's 
approach - akin to buying 
Coke by the mouthful - Is 
little known to the British 
television viewer. 

BSkyB started the experi- 
ment by showing Frank 
Bruno's world title fight 
with the US boxer Mike 
Tyson in March last year 
and gaining 600.000 viewers 
at £9.95 each. Since then, it 
has shown a few big sporting 
events, and last month a 
concert for Monserrat organ- 
ised by Sir George Martin. 

Yet BSkyB admits it has 
as yet dabbled with pay per 
view, “in analogue televi- 
sion, with only limited chan- 
nels, pay per view is not 
really a huge business. What 
makes it attractive on a 
larger scale is having a lot of 
channels,” says David 
Chance. BSkyB’s deputy 
managing director. 

That capacity will come 
with digital television, which 
will radically expand the 
capacity of satellite and 
cable. The French pay televi- 
sion operator Canal Plus has 
already begun to exploit 
such capacity on its Kiosque 
pay per view channel, which 
shows sport including For- 
mula 1 racing. 

Kiosque. launched in April 
last year, is showing this 
season's Formula 1 races on 
six channels simultaneously, 
allowing viewers to switch 
between cameras them- 
selves. “You can watch from 
inside Schumacher’s car or 
from the starting line," says 
Alexandre Micheltn. head of 
Kiosque. 

The use of such flexibility 


to attract viewers is among 
the reasons why BSkyB Is 
investing heavily in pay per 
view as part of its digital 
offering. It baa spent £60m 
on a digital centre at its 
headquarters in Isieworth. 
west London, and estimates 
Its total investment on digi- 
tal at about £lbn ($i.S2bn). 

Broadcasters are not the 
only participants who see 
potential in pay per view. 
For the entertainment indus- 
try, the development of pay 
per view television promises 
to create a lucrative market 
for the rights to feature Alms 
and special events such as 
rock concerts. 

The chief beneficiaries 
should be film producers, 
who have already seen their 
income from selling televi- 
sion rights rise sharply in 
north America and in 
Europe, notably Germany, as 
competing channels have 
come on air. 

I n the US. revenues from 
pay per view film rights 
more than doubled from 
$190m to $430m in three 
years to 1996, according to 
Veroms Suhler. the US 
investment bank, which 
expects the market to double 
again In three years. Produc- 
ers hope for similar growth 
in the UK. albeit on a 
smaller scale. 

PolyGram, the Dutch 
entertainment group which 
has produced a series of UK- 
made films including Train- 
spotting and Bean, clinched 
a UK pay per view deal with 
BSkyB six months ago. 
Warner Brothers' agreement 
with the UK cable compa- 
nies is expected to be repli- 
cated by other studios. 

Rock and pop stars also 
stand to benefit, as they tend 
to have contractual rights to 
all pay per view revenues. 
But few have sufficiently 
broad appeal to command a 
large pay per view audience. 
Concerts broadcast by the 



Personal View • Martin Sorrell 

Why market 
research is 
so crucial 


US channel HBO tend to fea- 
ture mainstream artists such 
as Whitney Houston. 

“You might be able to sell 
the first night of Oasis or U2. 
or Fleetwood Mac's come- 
back. to pay per view, but 
that's about it," says one 
executive. “There’s some 
mileage for music, but only 
as a poor third after sport 
and movies." 

Even (or the established 
attractions, pay per view is a 
difficult service to deliver 
and market. The delivery 
requires not only large 
transmission capacity, such 
as that on digital satellites 
or fibre optic cables, but 
good customer service facili- 
ties and robust infrastruc- 
ture. 

BSkyB argues that it is in 
advance of cable companies 
in support services. Tts cus- 
tomer centre in Scotland 
takes orders over a voice rec- 
ognition system that handles 
1,000 orders per minute. “We 


have an infrastructure that 
took us two years to plan 
and build. Where is cable's 
equivalent?” asks Mr 
Chance. 

However, cable proponents 
argue that it is better suited 
to digital pay per view 
because viewers can place 
orders over the network 
using remote controls. 
“Cable has an advantage 
because the ether has lim- 
ited capacity." says Andy 
Birchall. chairman of On 
Demand Mangement, the 
cable pay per view group. 

A second competitive issue 
is marketing. Mr Micbelin 
argues that networks like 
Canal Plus that combine pay 
television with pay per view 
have an advantage both in 
buying services and in sell- 
ing them to customers. They 
can cross-promote special 
pay per view events on their 
other pay channels. 

"People have access to 40 
channels anyway with digi- 


tal. Pay per view works if 
they have a passion for 
something.” be says. Canal 
Plus has used Kiosque to 
support its main services, for 
example, by showing some 
French football games on its 
pay channel, with additional 
matches on pay per view. 

Mr Michelin says it is care- 
ful not to cannibalise its 
other services, but instead to 
build pay per view around 
them. That is a challenge to 
cable companies which rely 
on pay per view as a core 
service. They will not have 
the opportunities either to 
cross-promote. or to supple- 
ment services- 

Marketing is one area in 
which BSkyB has an advan- 
tage since its Sky Box Office 
service will be heavily cross- 
promoted. Yet UK channels 
have some way to go before 
they are as inventive as an 
Israeli channel that delivers 
a free pizza to all those who 
buy two movies. 


Data analysis 
worldwide is 
increasing as 
companies seek a 
common language 

If you went 
out with a 
clipboard and 
questionnaire, 
or asked a 
focus group 
what they associated “glo- 
balisation” with in the mar- 
keting industry, you would 
probably receive answers 
about worldwide branding 
campaigns or mergers of 
advertising agencies. 

Less visibly, but no less 
importantly, market 
research is expanding and 
becoming more interna- 
tional. According to the 
European Society for Opin- 
ion and Marketing Research, 
the world market for such 
research rose by about 10 
per cent last year. 

The behaviour of multina- 
tional companies is at the 
core or this growth. As 
organisations, especially 
those in packaged goods, 
seek to improve revenues 
and profitability, they are 
becoming more interested in 
analysing the similarities 
and differences between con- 
sumers in various countries. 

They want to develop a 
common language that will 
enable them to achieve econ- 
omies of knowledge and co- 
ordination. For example. 
Niali FitzGerald, Unilever 
chairman, recently 
addressed senior managers 
on the issue of “Unileverage 
- without it the best in Uni- 
lever will always be less 
than the whole of Unileva/’. 

A strong element of cover- 
ing one's back also lies 
behind the expansion in 
market research. Differen- 
tiating products and services 
is becoming harder, and 
product life-cycles are 
becoming shorter. So intu- 
itive decision-making is risk- 
ier. It is now rare even for 


those who rely most on intu- 
ition to make decisions with- 
out reference to research- 
based analysis. 

On the other side of the 
equation, market research- 
ers have improved the ser- 
vice they can offer. Histori- 
cally, one of the problems 
with the industry has been 
its slowness to respond. 
Often the time taken to 
devise a questionnaire, 
address a particular prob- 
lem. obtain the answers, and 
analyse the data involves 
such a long process that the 
problem itself may have 
changed. 

Given developments in PC 
technologies and the growth 
of the internet, it should be 
easier for companies to 
develop ways of analysing 
and responding to problems 

more quickly. 

The service is also becom- 
ing more sophisticated as 
the market research and 
direct marketing industries 
move closer together. The 
development of database 
marketing and data -mining 
mean that clients will be 
able to use their own data- 
bases and “mine" informa- 
tion from them to analyse 
consumer behaviour and 
predict future trends. 

However, there is a darker 
side to the development of 
the industry. By pursuing 
greater efficiency, companies 
have also closely examined 
areas of their cost struc- 
tures. And because the 
resources of internal market 
research departments have 
been, cut back so much, the 
function has been out- 
sourced. 

It is not merely in con- 
sumer goods companies that 
it seems unwise to reduce 
market research capabilities 
so drastically. In essence, 
market research is about 
understanding consumers 
and their needs - which 
should be a core competence 
at any company’s heart 

The author is chief executive 
officer of WPP 



Tim Jackson ■ On the Web 


Word of mouth adds value 


t “We use a kid 
of sixteen. He 
comes in for 
two and a half 
days a week. 
At first, he 
was much too 
enthusiastic; 
he’d he saying 
things like *Wow, .this is 
really terrific!*. I bad to 
restrain him. But he's 
learned the right degree of 
cynicism now." 

The speaker, whose name 
and affiliation I promised 
not to reveal, occupies a 
senior editorial position at 
one of Europe's leading 
media web sites. The site, 
which makes its money from 
advertising and promotions. 
Is aimed specifically at 
the mass markets of 
football, pop music, and 
fashion. 

Like other companies, it is 
doing everything it can to 
drive traffic to its site. It has 
partnerships with other con- 
tent providers, it encourages 
fans to install links to its 
home page from their own 
web sites. As well as sel l i ng 
advertising, it buys banner 
ads on its own account 
But the site editor quoted 
recognises that these activi- 
ties are raly part of the pro- 
cess of promotion.The single 
most important factor in 
success on the Web. he 
knows from experience, is 


word of mouth. 

Until the internet came 
along, word-of-mouth recom- 
mendation was an essen- 
tially random process. But 
even the most basic attempts 
to direct it had produced div- 
idends; one of the most suc- 
cessful was fiie MCI promo- 
tion giving discounts on 
long-distance calls to people 
who nominated a “calling 
circle" of friends and family 
who could then be recruited 
in their own right 

The internet, however, has 
injected new possibilities 
into word of mouth. One 
company recently covered in 
this column that makes 
innovative use of it is Mira- 
bills, the maker of a software 
package called JCQ that 
allows people to stay in 
instantaneous contact with 
friends and colleagues over 
the web. 

When I last wrote about it. 
ICQ had 2in users - and was 
expecting 10m In three 
months. Its marketing 
secret? A facility letting cus- 
tomers provide the e-mail 
addresses of friends, so that 
the company could offer the 
friends a free service. 

Bat word of mouth over 
the internet need not be high 
tech. “Promoting on the web 
is all about communities,” 
explained the anonymous 
site editor. “If people see 
that one of their peers has 


recommended a web site, 
they’ll go there. So instead 
of pushing a million leaflets 
through a million doors tell- 
ing people to buy my prod- 
uct, I hire someone to mail 
out handwritten, individual 
recommendations. And 
what's more, it only costs 
£7.50 an hour." 

Here is how the process 
works. The 16-year-old is 
given a list of offers or pro- 
motions that the site wants 
to publicise. He then uses a 
web site called Deja News 
fwww.dejanews.com) to 
carry out an instant search 
of nearly 20.000 internet dis- 
cussion groups. The pro- 
moter then messages the 
appropriate groups, purport- 
ing to be a fan, encouraging 
people to go to his employ- 
er’s web site. 

The writer uses an e-mail 
address that contains noth- 
ing more than a pair of ini- 
tials on the left-hand side of 
the sign. That has the 
advantage that he can pose 
as male or female depending 
ou whether the context is 
football or cosmetics. 

Writing the copy is a sub- 
tle business. After several 
mnnfhs of training, the 16 - 
year-old has learned not to 
be too complimentary, as 
that might raise the suspi- 
cions of his readers. Instead, 
he is encouraged to drop in 
the occasional barb about 


the site to preserve his 
appearance of independence. 

Sometimes he publishes 
the answers to competition 
questions In his messages as 
well. “I don't care." 
explained his boss. “The 
only point of the competition 
is to persuade people to 
come to the site. If we're giv- 
ing something away, it’s the 
tie-breaker question that 
matters most, anyway.” 

If the employment of this 
youngster were to be found 
out. the site owner might 
easily be subject to penalties 
for dishonest advertising. 
But the executive believes 
that many other content 
sites do the same thing. 

I draw two conclusions. 
First is that this sort of 
activity is one of the rem- 
nants of the wild-west, unre- 
gulated character of the 
internet that is already dis- 
appearing. 

Second, technology may 
render this form of market- 
ing counter-productive. Deja 
News's site includes a search 
feature that allows you to 
click oa the e-mail address of 
someone who has posted a 
message, and to see a details 
list of all messages they 
have posted to other discus- 
sion groups. As the price of 
being found out increases, 
this form of publicity will 
probably die away. 
timjacksortiqZpobox.com 


UK retailers sign up to internet code 

Group aims to protect consumers, writes Stephen McGookin 


L pwtirng UK retailers have lined 
up behind a code of practice 
for electronic commerce 
launched this month. 

The Interactive Media in Retail 
Group, which has more than 200 cor- 
porate members in more t han 20 coun- 
tries, has won the backing of Marks 
and Spencer, Kingfisher and the Bur- 
ton Group, with several other , retail 
or ganisat ions, for its hallmarking sys- 
tem which aims to protect consumers 
who purchase goods through the inter- 
net 

James Roper, IMRG’s managing 
director, says an industry standard of 
this sort -is needed to engender con- 
sumer confidence and provide a mech- 
anism for complaints. 

The code will not, he says, have the 
force of law, but only the weight of 
peer pressure among co mp a nies in . the 
sector. 

“However," Mr Roper adds, “we 


think that will be able to achieve a lot 
in the short term." 

The code will also recommend that 
merchants ensure their advertisements 
and sales p ro m otions comply with the 
Advertising Standards Authority’s 
guidelines. 

While the IMRG code will be volun- 
tary, participating retailers will be 
able to display a logo on their web 
pages ipdirMtmg their acceptance of 
the code. , 

Mr Roper believes it is necessary to 
have a Europe-wide industry perspec- 
tive on the whole approach to elec- 
tronic commerce. 

There is what he calls Europe’s 
“internet deficiency’* - 14 per emit of 
US homes are online, compared with 
only 2 per cent In Europe. The conti- 
nent also lags behind the US in overall 
numbers of electronic commercial web 
sites, and 29 per cent of European sites 
are based in the UK. 


“The danger is that European con- 
sumers will end tip baying from Amer- 
ica," says Mr Roper. 

Mr Roper argues that vendors 
should adopt a more professional 

approach to creating an attractive 
online proposition. At the moment, he 
says, more than 60 per cent of the UK 
businesses that are on the internet 
design their sites in-house, at an aver- 
age cost of less than £5,000. 

Government also has a role to play 
in promoting internet commerce, he 
believes. Be cites the French govern- 
ment's recent decision to phase out its 
phone-based Minitel information sys- 
tem, which, in the words of Lionel 
Jospin, the prime minister, had threat- 
ened “to become a brake on the devel- 
opment of new and promising applica- 
tions of information technology”. 

■ Further information on the code is 
available at the IMRG web site, 

www.imrg.org 
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Haig Simonian looks at the transformation of car component makers 


T he fashion among auto- 
motive component mak- 
ers to shake off their 
rastbelt images seems to 
knew no bounds. 

After General Motors, the 
world’s biggest carmaker, repack. 
a§ed its Automotive Components 
Group as Delphi in 1993 and Nip- 
pondenso slimmed down to 
Denso last year, others have been 
rechristened and reshuffled to 
break away from their repair 
shop roots. 

Last month. Ford added its 
name to the list by redubbing its 
massive Automotive Products 
Operations as Visteon. A few 
weeks earlier. Rockwell's auto- 
motive division was hived off as 
Meritor. 

There is more to the changes 
than brightening up a dull indus- 
try. Parts companies argue that 
the renamings are an external 
manifestation of the wider trans- 
formation under way to release 
resources, concentrate on core 
activities and raise competitive- 
ness. 

The greater focus reflects the 
changing face oF the car and com- 
mercial vehicle sectors - the 
parts makers' main customers. 

Globalisation and cost cutting 
have made vehicle makers far 
more dependent an their suppli- 
ers. Leading suppliers are now 
expected to follow their custom- 
ers into new markets and to 
boost their spending an research 
and development to compensate 
for savings by the vehicle mak- 
ers. The rewards are closer links 
and bigger orders - albeit at the 
cost of deeper discounts. 

The result has been relentless 
rationalisation on the supply side 
to create a smaller number of 
very large groups. Some, such as 
Johnson Controls or Magna, are 
among just two or three big inter- 
national specialists in their 
respective areas of seats and inte- 
riors. 

By contrast, the big in-house 
component operations owned by 
carmakers such as GM and Ford 
have been notably less nim ble. 
Delphi is the world's biggest car 
parts company, with sales of 
S27.8bn (£17.3bn) last year. Vis- 
teon ranks second with $16.4bn. 
Both have businesses ranging 


Changing 




from sophisticated electronics to 
basic metal-bashing. 

Neither has always managed to 
match their best independent 
competitors. Charlie Szuluk, Vis- 
teon's president, admits his com- 
pany has often been slow to 
react 

One of Visteon's most glaring 
failings has been its inability to 
follow the gr owt h in “systems". 
Rather than buying individual 
components, vehicle makers have 
increasingly turned to their sup- 
pliers for entire “systems", such 
as an axle with brakes and sus- 
pension attached. The trend 
towards “systems" - and out- 
sourcing in general - is why the 
components sector, with esti- 
mated ann ual sales of about 
$240bn a year, has been growing 
faster than the core vehicles busi- 
ness. says Mr Szuluk. 


Mr Szuluk, and J. T. Batten- 
berg. his opposite number at Del- 
phi. believe big manufacturers 
such as GM and Ford can make 
their massive parts operations 
more competitive only through 
greater transparency. Hence the 
decision to hive off, and rename, 
such activities. 

GM already requires Delphi to 
bid against independent special- 
ists for business from the group’s 
vehicle brands, such as Oldsmo- 
bile in the US or Opel in Europe. 
The end of guaranteed in-house 
orders has made Delphi much 
more competitive; 37 per cent of 
its sales come from outside GM’s 
North American vehicle 
operations, once its monopoly 
customer. The aim is to increase 
that to 50 per cent by 2002. says 
Mr Battenberg. 

Visteon similar , if vaguer. 


ambitions. Mr Szuluk says he 
wants to increase the propor t ion 
of sales from outside Ford from 5 
per cent to 20 per cent “in the 
next few years". The comparison 
with Delphi is not as unfavoura- 
ble as it seems; Delphi’s defini- 
tion of “outsiders” includes GM’s 
non-US subsidiaries. Visteon’s 
figure would be higher if it used 
the same yardstick. 

V isteon is regrouping the 
six divisions of its prede- 
cessor, Ford's Automo- 
tive Products 

Operations, into seven new oper- 
ating divisions as a first step. 
Some, such as glass, will remain 
unchanged, bar the new name. 
Others, such as exterior systems, 
will combine elements of previ- 
ous divisions, such as plastics 
and trim, with other operations. 


The aim, says Mr Szuluk. is to 
create a more transparent divi- 
sion with a much sharper mar- 
keting edge. To hone its cutting 
spirit, Visteon has hired Craig 
Muhlhauser, a 48-year-old senior 
vice-president from Pratt & Whit- 
ney, as executive director of mar- 
keting sales and service. 

But Mr Szuluk remains 
extraordinarily reluctant to 
detail Visteon's plans. Unconvin- 
cingly, he argues his strategy is 
different from Delphi’s. After 
years of slimming down, divest- 
ing unprofitable subsidiaries and 
expanding abroad, Delphi is 
being groomed for flotation, prob- 
ably next year. 

Mr Szuluk's wish to differenti- 
ate his plans from those of Bat- 
ten berg's is more than just a mat- 
ter of executive ego. Delphi’s 
transformation has only come at 
the cost of strained relations with 
the powerful United Auto Work- 
ers union, which has called 
repeated strikes to oppose Del- 
phi's plant sales and closures. 

The UAW, like counterparts in 
other big carmaking countries, is 
deeply suspicious of any plans by 
carmakers to restructure their 
components operations. The 
issue is not just one of potential 
redundancies: workers in big car- 
makers' components subsidiaries 
earn the same relatively high 
rates as colleagues on the assem- 
bly line. By contrast pay in inde- 
pendent parts companies is 
appreciably lower. 

Mr Szuluk refuses to comment 
on whether Visteon will undergo 
a similar transformation to Del- 
phi. He prefers to talk of growing 
the business, rather than slim- 
ming it down. 

But the signs seems dear. In 
recent years. Ford tried, for 
example, to sell its glass busi- 
ness. Poor profits and inflexible 
labour contracts meant however, 
that it failed to And a buyer. Now 
it says it wants to raise the oper- 
ation’s profitability on its own. 

By turning the components 
operation into an arm’s length 
division. Ford is hoping Visteon 
may succeed where it failed. 
Doing so without straining indus- 
trial relations across the group 
will be worth more than just the 
change of name. 
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Hunt and Primer. We have tbsefl really hanf . 
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Hunt & Palmer 



Jeremy Palmer , . • 
42. and Peter 
Hunt, 46, 
launched Hunt & 
Palmer in 1986 


ifs not reaBy holiday. 


Why so few women join the board 

Contacts play a crucial role in the appointment of non-execs, says Jane Martinson 


W hen asked why there 
were no women on his 
board of directors, one 
chairman of a listed company 
said: “It’s not that we reject 
women, it’s just that one tends to 
choose the chap one knows." 

The appointment of directors 
from a network of contacts is 
underlined by a survey con- 
ducted by Mori, the market 
research company, into the role 
of non-executive directors. The 
survey, based on 305 responses 
from the UK’s top 1.800 compa- 
nies earlier this year, found that 
who you know rather than what 
you know can be the most com- 
mon passport on to a board. 

Two-thirds of the chairmen 
interviewed found their non-exec- 
utives via business contacts 


while 59 per cent found them 
through personal contacts. This 
happened particularly among 
smaller companies. 

The survey, commissioned by 
GHN, an executive coaching ser- 
vice, found that only a few of the 
larger companies have nomina- 
tion committees. This is in spite 
of the fact that such bodies are a 
key feature of the Cadbury code 
on corporate governance. 

This system of appointment 
through existing relationships 
has tended to favour men more 
than women. Some 86 per cent of 
the companies had no female 
non-executives. 

Less than a fifth of the compa- 
nies surveyed, almost all of 
which were listed, actively 
sought to recruit a woman. Of 


those companies which did so, 
some 39 per cent said the reason 
was because many of its custom- 
ers were women. 29 per cent cited 
political or social desirability and 
14 per cent said they wanted to 
benefit from “female intuition". 

Elizabeth Vallance, a non-exec- 
utive director of Norwich Union 
and chairman of St George's 
Healthcare Trust, says: “The con- 
cern about whether somebody 
would fit in with the board has in 
the past told against women, 
whether intentionally or other- 
wise. [Chairmen] worry that it 
may destroy the atmosphere with 
directors suddenly having to 
mind their ps and qs. " 

However, she believes that 
larger companies are increas- 
ingly taking women more seri- 


ously as they realise the commer- 
cial benefits of their presence. 
“There’s not a woman on a board 
that is not there largely because 
of her experience and back- 
ground." she adds. “And there's 
certainly a realisation that 
women have come of age." 

The issue of the role of non- 
executives is to be discussed at a 
forum of leading businessmen 
and women at the Royal Society 
of Arts this week. 

The survey findings, published 
in advance of the meeting, also 
found that non-executives are 
wanted for their experience, abil- 
ity to challenge and inject new 
ideas, and to police the board. 

Sir Michael Heron, chairman of 
the Post Office, is to argue at the 
forum that non-executives should 


be both “policeman and pal" and 
that “non-execs are the element 
of common sense in the busi- 
ness". 

Ms Vallance believes that the 
issue about female non-execu- 
tives is just one element of the 
current debate, which has been 
prompted by the growing interest 
in corporate governance. 

“Tbe role of the non-executive 
is in a state of flux," she says. 
“It's not so much that chairmen 
don’t quite know what they want 
from a female non-executive. 
They're not sure how to use non- 
execs in a really constructive 
way generally 

The role of the non-executive direc- 
tor, GHN 16 Welbeck ST, London 
WlM 7PF. Tel 0171 460 5400 


' chartering 
aircraft throughout the world, 
from executive jets, to incentive 
helicopter flights. They have 
offices in London and Geneva 
and an annual turnover qf £13m. 

Jeremy: “We could have called 
the company Air this, or that, 
but didn’t want to be confused 
with an airline so we chose oar 
own names and ended up being 
confused with the biscuit 
people, Huntley & Palmer. 

We’ve used it weQ, particularly 
at Christmas. 

In our first year we didn’t 
know whether to send our • ’ 
customers a side df salmon, dr a, 
bottle of Seotch. In the end we 
sent out tins of tnscaits and pit 
stickers over the ley* of 7 . 
Huntley. We then became 
known as the biscuit tn-ofcers, 
which makes ns easy to 
remember. 

From the start we naturally ■ 
split the business: I took ova- - 
the financial sector which tends 
to be short notice and Peter - 
began organising the • 
conferences and conventions 
which involves larger aircraft 
and more planning: I wouldn't , 
have the patience to wait two ' 
years for a project.to come to . . 
fruition. I tike tfte tmzz of . 
completing something 
immediately. If thfere’s a major 
initial pubheoffeiring, a group 
of bankers may. need to cover 
10 European dtiesfnfive days, 
so it‘s more efficient and cost 
effective to chartism aircraft. 

A lot of the afreraft we . 
charter -are pfiyaridsF owned 
which means they often reflect 
the owner's personality. We 
avoid the ostentatious ones - 
with shag pile carpets because 
they’re not to everyone’s taste. : 
It costs around £4.000an hoar 
to charter a Gulf Stream jet so . 


inordinately wealthy. I t hin k-, - 
the last non-bmfiness party I ■ , 
booked had Van ifre lottery.” •_ 

Peter “Jeremy and 1 don’t have 
to sU on the phanes all day, we - 
actually enjoy broking, ft’s a - 1 - - 7 
bit like a drag- As the years go 
by I get in earlier and go home 
later which Is the opposite to . , 

howttshotdd be.. . 7 . 

. A tot ofpeopteask for me - ;; 
personally because they think - 
it’s better to be dealing with . v v 
the boss, 'so l get drawn in more 
nmd more.lt then becomes 7VV- 
~ awkward to say, ‘Look I . / 
haven’t got time for this'. If 


Hunk you’re passing them 
down which isn’t the case' sit ": : - 

alL We have to s^ljreaUy hard 
because. most of the carriers 7 
aren't interested in toe traffic 
we’re offering. If we need a big 
767. it’s invariably booked as a 
holiday charter ed we only . . 
•account for about li^r doit of . 
the business. Once weVeXouiKl 
an available aircraft^ we spend - 
the restpffbe time arranging 
in-flight services, fifceihe j- 
catering."; • .* . 77 

. A few years ago wetboK ,7 v . . 
TrmnnereRoverstd^Ang^o 
Italia c»p. Wheri €Rie of the 7 
chaps asked for a vegetarian 
meal “for toe return journey, the 
airline spake to the Italian 
’ handlin g agent who said it : : | 
wouldn't bea problem. : : '7 7 
Unfortunately, when tiie i- 
aircraft took biff for Manchester 
it only had the one vegetarian . 
ineal on board. ■ y-7. .,-7- r 
tf weYeorgamisfos a^tmeh . 

' for the car industry, .oran ; 
incentive trfo for a large 
pharmaceutical, .they’ll 7,; . i ‘7 

tovrniahly.viant ^ ami^ny y 
logo on the swizzle sticks and 7 
napkins, y 7 ;• • : ' • 

Weeven offer outside stickers 
although they’re iHJt a big yy\ 

seller at 38 JlOOft^ 7 ' 7 >7 

Fiona Lafiferty 



ARGENTINE REPUBLIC 

THE GOVERNMENT OF SANTA FE 

A GROWING PROVINCE 

FINANCES AND TREASURY DEPARTMENT' 
BANCO DE SANTA FE S.AJP.E.M. 

NATIONAL AND INTERNATIONAL PUBLIC BIO No. 1560/97 
NEW DATES FOR PRESENTATION AND OPENING 

OBJECT: The sale of the totality of the Class “A” shares representing a 90% (ninety percent) 
of the capital stock of the NUEVO BANCO DE SANTA FE S.A. 

SALE OF THE SPECIFICATIONS: At the BANCO DE SANTA FE S A. S.A.P.E.M. - Home 
Office Santa Fe - CaJfe 25 de Mayo 2499, 3rd. floor. City of Santa Fe, Argentina; - Home 
Office Rosario - Calls C6rdoba 962. 2nd. floor. City of Rosario, Argentina; or Buenos Aires 
Branch. CaBe 25 de Mayo 168. 2nd. floor. Capital Federal. Argentina; until November 20th.. 
1997. 

VALUE OF THE BID SPECIFICATIONS: $20,000.00 (twenty thousand pesos). 

PRESENTATION OF TENDERS: The Technical and Financial-Economic Tenders shall be 
filed jointly, at the Office of the Finances and Treasury Minister of the Santa Fe Province, 
located at Calls 3 de Febrero 2649, Government Building 1st floor, City of Santa Fe (Zip 
Code 3.000), Argentina, until 12:00 o’clock of the 21sL day of November 1997. 

OPENING OF THE TENDERS: The Technical and Financial-Economic Tenders shall be 
opened in a public ceremony, at the Office of the Finances and Treasury Minister of the 
Santa Fe Province, located at Calle 3 de Febrero 2649, Government Building 1st floor. City 
of Santa Fe (Zip Code 3.000), Argentina; on the 21st. day of November 1997 and on 
December 15th 1997, respectively, or on the first subsequent working day, should those 
days be a holiday, at 12:00 o'clock. 

CONSULTS: For any information go towards the President of the Directory of tee BANCO 
DE SANTA FE S.A.P.EM., Cap. Waiter A. Agosto, Calle Tucumdn 2545 2nd. floor, City of, 
Santa Fe (Zip Code 3.000). Argentina, - Tel: 54-42-525-400 or 54-42-522-868. 


The Financial Times plans to publish a Survey on 

Private Finance Initiative 


on Friday, November 14 


FT Surveys 



Getting to the truth behind 
the one-stop shop 


A 11 kinds of businesses have 
aspirations to be a one-stop 
shop. When companies use 
this phrase, they mean that 
they hope to be the only retailer the 
customer needs for some range of 
goods and services. Telecommunica- 
tions companies, investment banks, 
law groups all want to be one-stop 
shops. And when 1 set up London 
Economics. I wrote in our business 
plan that we would be a one-stop 
shop: all the economics you might 
need or want, would be available 
from a single source. 

The archetype of the one-stop shop 
is the supermarket. Every week you 
come out of the store with all the 
groceries you need. Many people 
have 50 or more items In their trol- 
leys. But few of us buy clothes or 
furniture that way. Mostly, you buy 
single items of clothes and furniture, 
and the goods in your wardrobes or 
on your floors will have come from 
many different suppliers. While 
there is Marks and Spencer and Ikea, 
there are also shops for example that 
sell only underwear or only carpets. 

And there is no clear trend to or 
from one-stop shopping. Along with 
the growth of M&S and Ikea has 

come the emergence of shops that 
sell nothing but socks and stores 
t hat sell nothing but sofas. Retail 
experts will tell you, in a sense 
correctly, that there is a trend both 
to one-stop shopping and to special- 
ity retailing. Of course, the real 
trend is that good shops, both gen- 
eral and specialist, are taking sales 
from bad shops, both general and 
specialist 

So what do you buy from a one- 
stop shop, and what not? If we 
understood the answer to that ques- 
tion in the retail sector, we would 
know more generally which business 
strategies aimed at one-stop shop- 
ping make sense - and which are 
simply the prelude to costly and 
unnecessary acquisitions. 

It is easy enough to see what dis- 



John Kay 


tinguishes groceries from clothing 
and furniture. Groceries are less dif- 
ferentiated and have low unit value. 
The apples in Salisbury’s are simi- 
lar to the apples in Tesco, and it is 
simply not worth your while visiting 
all the supermarkets to pick the best 
buys from each: the costs of compar- 
ative shopping exceed any likely 
savings. Clothing and furniture are 
expensive enough to make compari- 


You believe that the knowledge of 
you and your ear which the doctor 
gained when you consulted him 
about that will help him make a 
good diagnosis of what is wrong 
with your feet 

And you don’t know, when you 
walk into the travel agency, which 
tour you want to take or which air- 
line has the most convenient flight 
So only a company that stocks a 


One-stop shops are appropriate for low-value, 
undifferentiated goods; for groups of 
commodities where the same knowledge of 
the customer is relevant to many different 
items in the group 


son worthwhile and so differentiated 
that no shop, however extensive, 
could stock more than a small pro- 
portion of the range of imaginable 
products. 

Supermarkets are not the only 
kind of one-stop shop. There are 
some shops where, although you buy 
only one item at a time, you tend to 
buy all your items freon the same 
store. Your doctor’s surgery is a 
shop like that, although in other 
countries you will often take your 
ear to an ear doctor and your feet to 
a chiropodist. And even if you visit a 
particular travel agency only once, 
yon will probably choose one which 
stocks a wide range of holidays and 
sells most forms of transport 

Different factors are at work here. 


wide range can provide the advice 
you need. 

So on^stop shops are appropriate 
for low-value, undifferentiated 
goods; for groups of commodities 
where the same knowledge of the 
customer is relevant to many differ- 
ent items in the group; and for 
groups of commodities where the 
consumer Is not very well informed 
about his or her requirements. 

Not many goods fit all of’ these 
criteria - one-stop shops selling con- 
fectionery. newspapers and tobacco 
have a different rationale from the 
one-stop shops which sell all the 
spectacles you might require. And 
one-stop shops are unlikely to be 
successful with differentiated goods 
of high value; where successive pur- 


chases are largely independent of 
each other; and where customers 
know what they want Again, few 
products have all these characteris- 
tics; so customers want one-stop 
bookshops but do not mind the 
absence of one-stop car showrooms. 

, ® ut 36 you list these factors, it is 
difficult to make a strong case for 
the emergence of a one-stop shop in 
telecommunications. Perhaps con- 
sumer ignorance points in that direc- 
tion, but this will diminish. It is 
common, indeed, for one-stop shop- 
ping to give way to speciality retail- 
ing as the market tor complex prod- 
ucts matures; look at what has 
happened in the computer and infer- : 
mation technology industries The 
increasing transactions orientation 
of investment banking suggests a 
move away from one-stop shopping* 
the industry is becoming less Sre 
toe family doctor and more like a 
furniture store. ' * ■ ■ 

And while a private individual 
might well want a one-stop legal ser- 

22 221 **** to believe a 

jatge corporation wffl. The product 

2?£, cheap ’ “ flifferantiated, and 
you know whether you want 'a tfbelv 
wnt or a cross-border acquisition 

rSS E? *5*, ^ ^levant lawyer. 
Retail financial services probably do 
lend themselves to on&tap shq£ 
ping (although the unit value d the 
transaction is large); but it Is hard to 
see much advantage In a one-stop 
shqp for utility retailing. ■ - 

what °? Ldpdon Economics’ .. 

cohsumera - 

jes they wanted, or that they, needed : 

JL ^ ***** tbk article does .. 
something to offset that. 

mrtfcor » tte Peter Moores Dirac-'. 


Ijtcy SeUaway 


is on maternity leone. 
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BUSINESS EDUCATION 


Tale of two cities’ schools 


NEWS FROM 

CAMPUS 


New York’s Stern and London’s City schools reflect 
their financial communities, writes Della Bradshaw 



I n the heart of Manhattan. Just 
a short walk away from Wall 
Street, the Stern school at 
New York University has built 
itself a formidable reputation as a 
bu s i ness school for the financial 
sector. But it is a reputation with 
which today’s dean, George Daly, 
is unhappy. 

Professor Daly’s remit when he 
was brought into the school in 1993 
was to build Stern into a 
well-rounded business school 
which would top the business 
school rankings in marketing and 
management as well as finance. 

Not surprisingly, be faced a bar- 
rage of opposition from the incum- 
bent finance faculty, many of 
whom objected to the speed of 
change. “I would call myself tena- 
cious.” says Prof Daly. “My critics 
would call me stubborn." 

His tenacity has paid off. The 
opposition has now subsided and 
faculty have bought into the ensu- 
ing success. Yet Prof Daly still 
recalls the time of the reorganisa- 
tion - there was a 75 per cent turn- 
over in non-academic staff - as the 
"toug h est, loneliest experience of 
my life”. 

Prof Daly has received wide- 
spread acknowledgement for bring- 
ing in more money to the school - 
20 new endowed chairs have nearly 
doubled the total. And be has per- 
suaded the faculty to submit to 
professional outside evaluation. 

He has also started a programme 
of executive courses that he 
believes is long overdue. "1 think 
executive education is important 
not as a profit centre but as a rele- 
vance check, for staying in touch 
with the community for which we 
prepare our students," he says. 
“We are sitting in the world’s larg- 
est education market and we 
hadn't done anything about iL” 
Other moves have been more 
contentious. Scholarships to the 
school used to be awarded to US 
citizens on the grounds of need. 
Now they are offered to the bright- 
est students, whatever their 
nationality. "That’s the way meri- 
tocracies work and we believe the 
school has to become more merit- 
ocratic." says Prof Daly. Students 
are being aggressively recruited 
outside, as well as inside, the US. 

Whatever the objections in prin- 
ciple. few could object to the 
results. The average score on the 
GMAT test (the business school 
entrance exam) has risen by 60 
paints, to SO. 

Still rumbling below the surface 
is disquiet over whether Prof Daly 
will have to cut the size of the 
finance faculty to achieve his remit 
of a well-rounded school. He 


acknowledges that he is not plan- 
ning to increase the size of the 
faculty overall and "if we want to 
do more of something we will have 
to do less of something*', he says. 
The size of the MBA programme 
will be the first thing to be 
reduced. However, there are hopes 
that the business school will soon 
be given mow? leaching space on 
the NYU campus. 

Prof Daly is confident the school 
will be able to build up its faculty 
in areas outside finance and so 
enable- Stern to “play in the big 
league". He questions the per- 
ceived wisdom that Stern grew up 
as a great finance centre because of 
its proximity to Wall Street. That, 
he says, is pure "myth". 

“If proximity to expertise created 
greatness we’d have a great mar- 
keting and a great accounting 
department too.” he insists. “We 
developed u great finance depart- 
ment because we had a great per- 
son in charge or it 

Like neighbouring dean Meyer 
Feldberg at Columbia business 
school. Prof Daly believes one of 
the biggest selling points of the 
Stem school, and one that has so 
far been underplayed, is the excite- 
ment of living and studying in New 


York. The school, he points out. Is 
just a short walk away from Broad- 
way and some of the world’s best 
restaurants and jazz dubs, as well 
as Wall Street. "If I Were Cod and ! 
had a business school, this is 
where I’d put it. We’ve got to take 
advantage of that.” 

W hen Leslie Hannah 
became dean of Lon- 
don’s City university- 
business school last 
month, virtually the first thing he 
did was get on an aeroplane to 
New York. His destination was the 
Stem school. 

The two schools have an enor- 
mous affinity: both Stem and City 
have built their reputations on 
their close links with local finan- 
cial communities and both have 
become noted for the very high 
class of students they attract to 
their part-time evening MBA 
courses. Until recently neither had 
been In the executive education 
market. 

But although Prof Hannah ranks 
his evening MBA course as the 
best in the UK, he recognises that 
City has a long way to go before it 
can compete on the international 
stage as Stern does. “We can’t say 


we’re competing with Insead or 
London business school on quality, 
while Stem can say it is competing 
with Harvard.” 

Formerly pro-director (deputy 
director) of the London School of 
Economics, and before that a fac- 
ulty member at Oxford and Cam- 
bridge universities. Harvard busi- 
ness school and Hitotsubashi 
university in Tokyo. Prof Hannah 
acknowledges that City has both 
“some really world-class 
operations" and some “very shoddy- 
bits ". 

At the top of the list of "shoddy 
bits" is the building, in London's 
Barbican complex, the near-impen- 
etrable concrete complex of thea- 
tres, appartments and restaurants 
built largely in the 1970s. 

The big advantage of the site is 
that it is within walking distance 
of the City of London's financial 
institutions. The disadvantage is 
that the school is boused in a 
building that was originally 
designed as residential appart- 
ments - the lecture rooms are sev- 
eral such appartments with the 
interior walls knocked through. 

One of Prof Hannah’s first tasks 
will be to raise about £10m to build 
a new school just yards away from 


the existing one. on a piece of land 
owned by the university- and pres- 
ently housing a hall of residence. 
Prof Hannah sees the move as the 
perfect opportunity for a named 
gift “We’re looking for our Leo- 
nard N. Stem.” he says. “Your 
name on the front of a business 
school in the world’s financial cen- 
tre is really an attractive proposi- 
tion.’’ 

Further. Prof Hannah is looking 
for more named gifts to help build 
up departments and research cen- 
tres in the school - in the way that 
Stem has the Salomon Centre. 

Prof Hannah has yet to find out 
whether the numerous friends, 
alumni and local companies that 
support City- will do so with cash 
as well as goodwill. "If they don't. 
Loudon will suffer." says Prof Han- 
nah. “London needs two good 
business schools like New- York 
has." 

The “world-class” operations, as 
described by Prof Hannah, include 
many or the specialist masters 
degrees - the MSc in shipping, 
trade and finance, for example. 
("Any of the world’s shipping mag- 
nates would send his son on this 
course.” be says.) He also lists the 
undergraduate programmes and 
the masters in mathematical trad- 
ing and finance, which started just 
a year ago. It fielded more than 
3.000 inquiries for just 35 places 
and two-thirds of the students have 
first-class degrees or doctorates in 
mathematics. 

This course was developed in 
conjunction with banks and other 
institutions. Prof Hannah believes 
this responsiveness to its core mar- 
ket is centra! to the way Lhe school 
operates and will help City in its 
fund-raising. The part-time evening 
MBA course, which is peopled by 
intemational bankers, takes in a 
new cohort every few months. 
Bankers on a two or three-year 
assignment, he points out. cannot 
wait until the following autumn to 
begin a two-year course. 

While City plans to emulate 
Stern in many ways, in its most 
central strategy it differs, it does 
not plan to expand away from its 
core constituency, the financial 
sector. “We’re aiming to be the 
bread and butter supplier to the 
City." concludes Prof Hannah. 

That said, he hopes to double the 
size of the school in the next 10 
years. 


Warwick faces 
double test 

Warwick business school 
will become the first UK 
business school to be 
assessed by the US 
accreditation body, the 
AACSB. The AACSB has 
already accredited one 
European school, Essec, In 
Paris, and the Rotterdam 
school of management is 
als o par ticipating in the 
AACSB’s pilot project to 
accredit schools outside 
the US and Canada. 

Warwick is expected to 
get the seal of approval in 
the second half of 1998 at 
the same time as the UK 
accreditation body, Amba, 
re-accr edits Warwick’s four 
MBA programmes. (Unlike 
Amba, the AACSB 
accredits whole schools, 
not individual courses.) 

The accreditation will be 
a simultaneous (parallel) 
process, rather than a joint 
project, says Robert Owen, 
manager of accreditation 
services at Amba. Each 
body will use its own 
criteria for assessment and 
they will produce 
individual reports on the 
school or courses. 

However, Warwick will 
be able to streamline the 
bureaucracy involved in 
accreditation by combining 
its presentations to the two 
organisations. 

Warwick: irww.wbs. 
wanDick.ac.uk 

From funny 
to business 

Barcelona’s most famous 
business school. Iese. has 
appointed a new director 
for its International Senior 
Executives Programmes 
(ISEPs) - from Disneyland 
in Paris. 

Jibes about Mickey 
Mouse organisations aside, 
Rory Simpson, an Iese 
graduate and former 
strategic analyst at 
Disneyland Paris. Intends 
to develop the school’s 


range of executive 
programmes. 

The ISEPs are run jointly 
by Iese and other leading 
business schools, notably 
Harvard, Stanford and 
Michigan. The next on the 
agenda wOl be the Iese/ 

Stanford programme 
Strategic Management of 
Technology-based 
Companies, tar 
technology-intensive 
businesses. The two-week 
programing wifi rim from 
November 23 in Barcelona. 
Iese: jmmc.iese.esi 

Workplace of 
the future 

Technological Innovation, 
re-engineering, downsizing 
.... over the past decade 
all have re-shaped the way 
we view the workplace. 

Bat what changes will the 
next decade bring for 
employers and employees? 

The university of 
Pittsburgh's Katz school of 
business and Carnegie 
Mellon’s Heinz school are 
jointly sponsoring a 
two-day event to address 
such issues. The 
Employment in the 21st 
Century conference will 
take place on Pittsburgh’s 
Oakland campus From 
October 23. The plenary 
session, which will be 
attended by chief 
executives, labour leaders 
and academics, is free and 
open to the public. 
Pittsburgh: US 412 6482250 

Blackstone to 
address ABS 

Britain’s business school 
trade body, the Association 
of Business Schools, is 
holding Its Mwnnnl 
conference in Grantham, 
Lincolnshire, on October 
21. The keynote speaker 
will he Baroness Tessa 
Blackstone, the education 
minister. 

ABS wicw.leeds.ac.uk/bes! 
absjabshome.htm 
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BUSINESS AT OXFORD 


Investing in Your Future 

The Oxford Advanced Management Programme 

offers one of the most important investments in your 
executive potential that you could ever make. 

.Presenting a detailed global overview of the business 
enterprise and its strategic challenges, Oxford’s four-week 
AMP provides a unique opportunity to stand back and 
pursue your own learning agenda, assisted by a top class 
-team of individual tutors. 

You will join a small and carefully selected peer group of 
some of the most international and high calibre senior 
executives. 

Programme by programme, ageneration of business leaders 
is leaving Oxford’s AMP with skills and perspectives 
sharpened for the highest responsibilities worldwide. Join 
them in 1998. 

4-31 January ; 21 June - 19 July: 27 September -25 October 



Return to Caroline Lomas, Templeton College, Oxford, OX I -5ATV. UK 
PI ease send details of: 

The Oxford Advanced Management Programme 
n The Oxford MBA 

Name: Address: 



Tel: 


Fax: 


Email: 


TeU +44 (0)1865 422771 Fax: +44 { 0)1865 422501 

Email : Caroline, lomas© temple ton. oxford.ac.uk 
Internet: hapffwwve.templeton.ox.ac.uk 


SaU> 


iu Si\: 
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Conferences & Exhibitions 


Conference, exhibitions and seminars advertising can now be found with “The Week Ahead’ page. 

To advertise, please contact: Vivenne Eka on 
Tel: +44 (0) 171 873 3507 Fax: +44 (0) 171 873 3098 


Financial Times 


Any financial tool 
ready in the future 
is too late 



The markets change instantaneously. That's why you need the market data 
terminal of the future today, BridgeStation. BRIDGE is already installing 
BridgeStation at sites worldwide. These users know that BridgeStation 
gives them the edge in the marketplace that others only 
dream about. So see for yourself, at BRIDGE we deliver products while 
our competitors are only issuing press releases. 





BRIDGE 


Visit our web site at www.bridge.com 
or call us on +44 171 842 4076 for more information about BridgeStation 
BridgeStation is a service mark for Bridge Information Systems. Inc. All other product names 
are trademarks of their respective companies. 

© 1997 Bridge Information Systems 
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BUSINESS TRAVEL 



FastTrain delays 


Jtme. Trains win stop at a 


of London’# rapid rail fink 
with Heathrow Airport has 


say safety checks are taking 
longer than expected tat 
insist the hoM-up has - 
nothing to do with last - 
month's nQ crash an the 
same trade. The service, 
which stonld have started 
this month, is unlikely to be 
naming until 

mid-December. Called 
FastTrain, it is ttu 
fiawonner of the fiUOm 
Heathrow Batpreas Zink with 
Paddington, which Is 
scheduled to open next ■ 


will catch c onnecting 
shuttle buses. The journey 
will take aomintites to 
Terminal's nw, Two and 
Three, and 35 wiwiitM to 
Ifenxtinal Four. When the 
ftdl service starts, trains will 
ran straight to the terminals 
in 16 minutes. 


unexpectedly positive 
negotiations between the 
French xml US governments 
over an air agreemoit The 
airline plans to start dally 
services on March 2, using 
three-das® Boeing 76V-3Q0. : 
twinjets, but stQl needs an 
official green fight from' 

France.lt is three years 
since a US carrier last flew 
the route. 


Vfe&as can call up a bet of 
enitahla hoteis by taping in 
price they want tosay 

and fh» lriry! rf hr #pj aryl 
room they require. TSxt • 


Paris {dan 


American Airlines’ hops of 
la i mi-h tn y axm-sto p flights 
between Los Angeles and 
RnfeMzt year have hem 

Bfrwaflftfoaowing 


Net reservations 

The Japan Hotel Association 

has opened a wdi site (fcwp- 
HvnowJ-hoteLorjp) coverings 

nearly 450 properties, 

providing maps and 
information hi English and 

Japanese on feeflittes such 

as restaurants and bats. 


-a sharp increase in. the . 
number of guests booking 
■ via the internet The new 
’.site ttffera Unksto other 
sttesset up byhidtvidiml 
hotels ar chains, some of 
whidi offer oriiiie 
reservations* 


Jets for Ingji^flyers 

Dramatic growthfe demand 

far travel hy pr Ivaie jet is; . 
reports by corporate 
charter brokerAfr London.. 
The fira says business 
inoeasedhy^SOiper emit in 


the third quarter. Tony . 
Mack, Air London's 
executive dadrman, says: 
“We are amature company 
in themarket but never 
before have we seen sucb 
dramatic growth, in the use 
of corporate aircraft as an 
alternative to scheduled 
airlin e travel.* He adds that 
-this is good news for the 
1 badness aviation industry, 
as European executives 
realise that “a private 
ttiztzaftisnotan 
extravagance but an 
i mportan t business tool*. . 


for business visitors in a 
hurry. Part of a £23m " 
development they 
anwanramiate np to 12 and 
24 people, respectively. Both, 
have televisions, videos and 

overhead prosectors. the 
latter has desks for traineffi. 
Recent research showed 17 
pa- cent of business 

travellers to the island made, 
day trips. 


Likely weather in the leading business oertres 
Moo To* W * 1 V W :;V '£t,; 
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Training trips ! 

Jersey Ahport has opened a 
boardroom and' ■ 
purpose-built training centre 


Moving on up 

Qmitoe fHgfofo Will Switch to 
Tiwdnn B wU i i m r’ s 

Terminal Four from next 
Sunday- The move will 
improve transfer for 
passengers nsing services 
by -the airline’s code share 
partner British Airways. 
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CLUB CLASS 
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Nigel Page recommends a trip to the UAE for both business and pleasure , The final departure 


T oday’s business 
traveller to the 
United Arab Emir- 
ates will probably 
spend time in Abu Dhabi or 
Dubai, the two most prosper- 
ous and heavily populated 
emirates, where reinvent! an 
is most evident 
la Dubai, the UAE’s com- 
mercial capital and regional 
trading hub, futuristic build- 
ings dot a skyline fast fa>«ug 
shape as a sprawling, but 
well-planned, metropolis. 
The sail-shaped Chicago 
Beach Hotel, once complete, 
will have the tallest tower in 
the Middle East, along with 
an offshore annexe, built out 
in the Gulf 

In neighbouring Abu 
Dhabi, the UAE's federal 
capital and political centre 
with a population of 975400, 
the process of change is 
more sedate. The Abu Dhabi 
government has tradition- 
ally been more cautious in 
its outlook. The city is less 
dynamic, although the 
sweep of skyscrapers along 
the Comiche underlines the 
Emirate’s immense wealth. 

Abu Dhabi’s conservatism 
is, at least in part, attribut- 
able to its substantial oil 
reserves - 130 years’ worth. 
Change is assimilated slowly 
and the city has only 
recently tolerated a climate 
of financial enterprise, 
uniftgghinp a process of pri- 
vatisation that has met with 
great local enthusiasm. 

The UAE prides itself an 
political stability and pre- 
dictability in a region better 
known far its extreme vola- 
tility. Crime is practically 


A journey to 
the Middle East 


non-existent and the coun- T~i 
try’s geographical location, L_! 
straddling the time-zones of 
Europe and Asia Pacific, •» 
mak es it an attractive centre Q 
for international business. l 
B oth cities are outwardly •'*. 
similar to any other global 
business destination. Sleek 
high rises and five-star 
hotels abound and, espe- 
cially in Dubai, conspicuous • 
consumption is a way of life. Tro ^ 
Getting around is straight- 
forward enough — taris are 
plentiful and cheap and ' a 

English is widely under- 

stood, if not spoken. Grid- 
lock has yet to be a real tor 
problem in either city. poiz 

Even in Dubai, where the Bea 
Creek separates the two bus 
main business districts in t 
(Deira and Bur Dubai), jour- A 
ney times between the two suit 
are unlikely to exceed 20 nes: 
minutes. This means that sbo: 
hotel location is not too thre 
much of an issue Hilton has way 
seven hotels across the UAE, Ti 
including two in Dubai - aroi 
one situated opposite the Julj 
World Trade Centre and the witl 
Hilton Beach Club on the a si 
Gulf. wall 

The latter is indicative of swii 
Dubai’s successful drive to natj 
attract tourists, as well as muc 
business visitors. Houssam star 
Tantawi, Hilton’s area direc- nity 


lis 





Tropic ol Cancer 


UNfTEDjiARAB 

EMIRfifTES 


SAUDt ARABIA 


tor of sales and marketing, 
points out that many of the 
Beach Club's visitors are 
businessmen with families 
in tow. 

Abu Dhabi is following 
suit - also focusing on busi- 
ness leisure to attract 
short-term visitors passing 
through the Gulf on their 
way to. or from, Asia. 

Trips should be planned 
around the beat, which in 
July and August combines 
with high humidity to create 
a soup-like atmosphere - 
walking can feel more like 
swimming. Many UAE 
nationals, together with 
much of the country’s sub- 
stantial expatriate commu- 
nity, escape during the sum- 


mer and flights out of the 
cities are very busy. 

Consequently the UAE’s 
annnai business cycle has 
been compressed into eight 
or nim» months Although in 
recent years it has been 
extending, as western influ- 
ence and involvement 
demands a more regular cal- 
endar. it can still be very 
difficult to get things done 
during high summer. 

Business protocol is impor- 
tant - but not obsessive. 
Regular, personal contact 
with local business partners 
is essential and face-to-face 
negotiations are expected 
and important The concept 
of trust is fundamental to 
business d ealing s. 


Accommodation: First 
class hotels abound - 
although availability may be 
a problem in Abu Dhabi dur- 
ing the International 
Defence Exhibition, and in 
Dubai during the Gold Cup 
and the biannual Dubai Air 
Show. A 15 per cent service 
charge is added to all bills. 
Corporate rates at the luxu- 
rious Hilton Beach Club are 
2400 dirhams (¥545) a night 
and 650 dirhams at the Abu 
Dhabi Hilton. Other top 
hotels include the Royal 
Abjar, the Forte Grand and 
tiie Hyatt Regency in Dubai 
and the Continental and Le 
Meridien in Abu Dhabi. 

HiwHh? Hygiene standards ( 
are grr^nprit in all five-star 1 
hotels. Outside those, the 
usual precautions apply, 
such as drinking bottled 
water. There are no manda- 
tory immunis ation require- 
ments. Hospitals in Dubai 
rival those in the west 

Getting around: Taxis are 
cheap and plentiful - aver- 
age fares around town in 
Dubai seldom exceed 18 dir- 
hams, and in Abu Dhabi 
they are slightly cheaper 
(and metered). Expect to pay 
more far taxis outside hotels. 
Tipping is not expected. It 
takes about two hours to 
travel by road from Dubai to 
Abu Dhabi. Both airports are 
easily accessible (30 minutes 
drive from downtown). 

Working hours: Working 
hours vary between the 
emirates, and change with 
the seas ons. Remember that 
the weekend starts on 
Thursday afternoon and 
extends to Saturday. 


Amon Cohen on the end of a Berlin-Heathrow service 


L ufthansa is to axe its 
Berlin-London Heath- 
row route from next 

week. 

The withdrawal by Luft- 
hansa leaves British Air- 
ways as the only airline fly- 
ing between London and 
Berlin. Passengers who had 
booked fli ghts on the route 
on or after October 26 will be 
transferred to a BA flight or. 
given the option of taking an 
indirect route or flying to 
another airport. 

The German government 
is expected to move to Berlin 
in the second half of 1999. 
However, Lufthansa says it 
has consistently lost money 
since launching the London- 
Berlin route in 1992. 

-This was not a decision 
taken lightly,” says the air- 
line. “It wasn’t a small 
amount of money we were 
losing. Part of the reason 
was that we had poor slot 
times at London.” The first 
Lufthansa fligh t from Heath- 
row reaches Berlin at 
12.45pm, whereas the first 
BA flight arrives at u ,25am. 


Kyle Davis, American 
E x p r ess European purchas- 
ing chief, says that handing 
a monopoly to BA on the 
route could put up the cost 
of business travel between 
London and Berlin. 

“It is not going to change 
published feres cm the route. 
Generally, those remain sim- 
ilar regardless of whether 
there are one or two carriers 
and only fell when there are 
three carriers,” be says. 

“But this will have a large 
effect on the discounted 
feres that BA negotiates 
with corporate clients. It will 
be tougher for UK compa- 
nies, while German compa- 
nies will have to decide 
whether to send their travel- 
lers non-stop from Berlin 
with BA or via Frankfurt 
with Lufthansa.” 

German companies that 
switch to BA could suffer in 
one of two ways. They could 
be paying hi gher feres than 
under their negotiated dis- 
counts with Lufthansa. And 
companies that are particu- 
larly heavy users cS the Ber- 


lin-London route could find 
that they are no longer 
reaching agreed volume lev- 
els with Lufthansa to trigger 

negotiated rebates. 

• Some companies will, 
therefore have to choose 
between saving money or 
j ^/vm gAni »nring travellers 
by gpwhng t he" 1 to Londo n 
indirectly... 

Mr Davis attributes the 
withdrawal of the service to 
the recent .privatisation of 
Lufthansa. Like many air- 
lines, it has developed a hub 
and spoke system, concen- 
trating on feeding flights to; 
Frankfurt and Munich, from 
which it operates more prof- 
itable long-haul services. I' . 

Simple point-to-point 
routes have been put under 
review and one of the slots. . 
from Heathrow-Berfin will 
be used to increase Londqn- 
Frankfurt flights from sax to ; 
seven a day;. ■ 

Low-cost carrier Debonair - 
says it is consMeringlaunda- 
ing a LutonrBerHn service to .- 
fill the void left by Luft- 
hansa's withdrawal. . , 


O 
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Track brings express benefit 


1 r: . 


T he travel time by 
high-speed train 
between Brussels and 
Paris is to be ent by nearly 
30 per cent - to 85 minutes 
from 118 minutes - from 
December 14. according to 
Belgian National Railways. - 
Inauguration of the 


high-speed track on that 
riatg wflj allow the Thalys 
train to reach speeds of 
300km an hour. 

On the same day the jour- 
ney time of Eurostar 
between Brussels and Lon- 
don will also be cut to 160 
minirtps from 1% mitirrtpg 


The Brusseis-London 
E urostar service lias carried 
slightly more .than lm pas- 
sengers so far tins year, com- 
pared with 960,000 passen- 
gers in 1996 when the service 
was affected by the fire in 
the Channel tunnel, in 
November. . 


Introducing Sheraton Smart Rooms . 1 



(Just relax) 


The overnight cure to executive stress 


We know what business trips can be 
like. We also know that being out of 
the office often means being out of 
touch. That’s why weS-e introduced 
something unique and exclusively tor 
the European business traveller. We 
<*all them Smart Rooms™. They're 
designed not just as luxurious bed- 
rooms, but as fully functioning offices 
aswelL 


- High intensity, purpose built angle 
poise lamp 

- Large, comfortable beds 
-Ergonomically designed business 

chair 


Card which 


can also earn 


you valuable 


■ Oversized easv chair with ottoman 


■ Full range of business essentials on 
ciedenza 


- l ay desk with enough space to 
work and think 

- Credenza with easily accessible 
power outlets 

• Printer/Fax/Copier that is easy to use 

■ Dual line speaker phone with 
integral modem jack 
Telephone with an extra long 


So whenever you plan a business trip 
in Europe, do the smart thing. And 
don’t forget the American Express 


Membership 

Rewards QBOTG 

Points, just 

c 

call ITT Sheraton or your 
travel agent and ask for the Sheraron 
Smart Room™. Then you can leave 
the office without leaving work. 


Cards 


For reservations and information, call 




Sheraton 

HOTELS & RESORTS 

TIT 


your travel professional or ITT Sheraton 
toll foe: U.K.: 0800353535, Germany: 
0130853535, Italy: 167835035. France: 
0800906535, Belgium: 0800 13535- Ask 
for the Sheraton Smart Room and 
guarantee your reservation with the 
American Express Card. 
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LONDON 

i.£ngjfcMtafionrt 

productlprtol.' 1 
Jandipdk’s From 
JfHf House of tf» 

DBfld,i>pertng 
' toriflhs at the ; . 

Coteetim.lft 
conducted by 
.Pauf Daniel and - 
siaged by Tim AEbary. 
TtlstafredwiteMark- 
Anthony Tumaga's Twice 
Through the Heart. ' 

‘ . The first m^ exhibition 
outskfe Sweden on fhe work of 
Cart and Karin Larsson opens af 
the Victoria and Albert Museum 
on Thursctoy. it Wees on the 
famous house the/craated at 
Sindbom, and Ba extraordinary 
impact on SwecEsh and 
intemaHonaf design over the past 
century. 



Maggie Smith 0eft) and 
Been Atkins tend 
the new West End 
production of 
Edward Albee'g 
ADefteate 
Balance, 
opening 
tomorrow at the 
Aidwych Theatre, 
directed by 
Anthony Page. Smith 
enjoyed great success 
in AlbsB's latest ptay. Three 
TaB Woman tn 1994 and 1996; A 
Delicate Balance was recently 
wefl received In Page's staging 
On Broadway. 

Other West End opening 
Indude She Knows, You Know!, 
Jean Ferguson’s one-woman 
celebration of the legendary 
comedienne Hilda Baker, 
opening at the Vaudeville Theatre 
tonight. Scissor Happy, a 


comedy whodunnit, with Neil 
Muifarkcy. Lee Simpson, and Jim 
Sweeney, opens at the Duchess 
Theatre tomorrow. 



BASLE 

The Formation Beyeter. in the 
suburb of Rieben, is me latest 
addition to Basle’s collection of 
museums. Designed by The 
Italian architect Renzo Pane, the 
building houses pointings ana 
sculptures oequeatfted by two 
Swes art collectors, including 
masterworks by Cezanne, Van 
Gogh. Picasso, Mon dri an, 
Kandinsky and Klee. Alongside 
the permanent collection, there is 
an inaugural exhibition devoted 
to Jasper Johns. The museum 
opens tomorrow. 

CLEVELAND 

A unique exhibition of cental 
Asian and Chinese tapestries and 
sHks (teftl, ranging from the 8th to 
the 15th centuries, goes on show 
at the Museum of Art on Sunday. 
After Cleveland, the exhibition 
wiU travel to only one other 


• venue, the Merropowan Museum 
j in New York. 

| NEW YORK 

j Tomorrow and Wednesday, 

I Carnegie Halt is 
| shc-.-rca&ng me 
j work of Italian 
: composer 
Luciano 
1 Serio 
j (right). In 

i addition to 
attending 
various 
workshops, 

Berio will 
conduct the US 
premiere of Ofankn, 
a choral work with biblical tex&. 

The fitetrepotsan Museums 
displaying 4£ rarefy or naver- 
exhlbtfed pages from Jack s on 
Pollock’s three earnest 
sketchbooks, dating from 1337-41. 



Tte exh&dbn opens tomorrow. 

BRUSSELS* 

The latest exhibition at the Palais 
das Beaux-Arts takas the form of 
a tour of the artistic landscape of 

Flanders across four centuries. 

Beginning with Delft 
tapestries. It moves 
through the works of 
Rubens oner Brueghel to 
Flemish expressionism 
and surrealism. The 
show opens on Friday. 

CHICAGO 

Renoir's Portraits" at the 
An Institute of Chicago 
features some of the French 
Impressionist’s most famous 

paintings (right). Comprising 65 

works, the exhibition opens 
tomorrow and wffl move to Fort 
Worth's Kimbefl Art Museum in 
February. 



Sounds 
of the 
future 

Andrew Clark talks to the 
Philharmonia’s new principal 
conductor, Christoph von Dohn&nyi 


J azz. John Adams, Michael 
Jackson: not the kind of 
music you expect a cerebral 
German conductor to enjoy 
or endorse. But within min- 
utes of engaging in conversa- 
tion about the Philharmonia 
Orchestra, which be joins as princi- 
pal conductor tomorrow in London, 
Christoph von Dohninyi is advoca- 
ting them all. 

“I think jazz was probably the 
most exciting movement in music 
this century," he declares. Hardly a 
startling revelation, but coining 
from one of the world's most per- 
suasive advocates of serial and 
post-serial music, it is unexpected. 
So is his assertion that “John 
Adams has something to say - and 
he Oils houses.” There speaks the 
New World convert, the European 
who confined himself to German 
classics and moderns until he was 
whisked off in 1384 to Cleveland, 
where, as music director of one of 
America's "big five" orchestras, be 
added Ives. Rouse, Adams and 
Glass to his repertoire. 

“I have to admit that musical- 
ly-speaking. the 18th and 19th cen- 
turies were more creative than the 
20th century”, Dohn&nyi continues, 
“but sometimes in history you get - 
a dip. There are times when enter- 
tainment is more important, and 
this century has seen a huge devel- 
opment in music for entertain- 
ment, from jazz to Michael Jack- 
son. We should take this 
phenomenon seriously, and deal 
with it.” 

That sounds like the father of 
five children, all of whom appar- 
ently prefer hearing their parents 
(Dohnanyi and the soprano Anja 
Silja) in Weill and Wazzeck than, in 
Wagner. And now comes the Dohn- 
dnyi punch-line, the artistic agenda 
which has informed his work from 
his earliest professional days: “It’s 
time we regained the present and 
the future in music. It's wonderful 
to have the past, but it's also very 
dangerous. You have to realise that 
in previous centuries, music was 
very seldom concerned with 
looking backwards. From now to 
the future - that’s music for me." 

Which makes Dohnanyi 's first 
three programmes with the Phil- 
h armour a slightly mystifying: 
acres of Richard Strauss, plus Men- 
delssohn and Beethoven. On closer 


inspection, Dohn&nyi is doing no 
more than he did when he arrived 
at Cleveland. “I want to establish a 
certain following,” he says. "Once 
you guarantee your public that 
they are getting their music, you 
can show them they’re ready for 
different programming. If they 
trust you in Brahms, they will 
trust you in Schoenberg.” 

Dohnanyi has already conducted 
Schoenberg in London, to consider- 
able acclaim. His ultimate goal is 
to reach beyond the Second Vien- 
nese School - to a broad spread of 
20th-century repertoire, including 
"entertainment music”. And the 
way to sell it, he believes, is to 
involve the great singers and 
instrumentalists of our time. He 
also wants to target young audi- 
ences by developing a film music 
project; he talks of commissioning 
a young stage director, a writer 
and composer to create a 20-minute 
film, the live accompaniment for 
which he would conduct in a pro- 
gramme featuring Ligeti's Atmo- 
spheres and other film-related 
scores. “London is the place for 
this,” he says, "and as far as a 
sense for the future is concerned, 
the South Bank Centre is the most 
up-to-date institution.” 

T he advantages for the 
Philharmonia, and for 
London audiences, are 
clear. Dohndnyi. 68, is a 
German thoroughbred, 
a musician of unmistakable author- 
ity who has livened up every insti- 
tution he has headed in a long and 
distinguished career. He was 
Generalmusikdirektor in LG be ok 
before he was 30; as intendant in 
Frankftirt and later Hamburg, he 
championed the avant-garde. In 
Cleveland be has upheld the tradi- 
tion for clarity and excellence 
established by George Szell. 

Can be do the same with Klem- 
perer’s old orchestra in London? 
Although the Philharmonia has 
been without a chief conductor 
since Giuseppe SinopoU’s unla- 
mented exit in 1994. it is in palpa- 
bly good shape. Of the four inde- 
pendent London orchestras, it has 
the most adventurous programmes 
- which makes it fertile ground for 
a man of Dohn&nyi’s Interests. He 
brings prestige, a formidable intel- 
lect and a very organised type of 



Christoph von Dohnanyi: ‘If they trust you In Brahms, they will trust you in Schoenberg' 


musicianship. But he is a demand- 
ing boss, with a sharp tongue. Art 
comes first; everything else is of 
secondary importance. 

Both sides have entered the rela- 
tionship carefully. As principal 
conductor, Dohnanyi will have no 
authority beyond his own concerts. 
He took a long time to persuade, 
and his contract is for two years 
only: he wants to see if the Philluir- 
monia can deliver his agenda. They 
have plenty of time to play them- 
selves in: after three London con- 
certs over the next 10 days. Dohn- 
anyj takes them across the channel 
for a new production of H&nsel und 
Gretel at the Chatelet in Paris. 
Dohndnyi - who, surprisingly, has 
never conducted Humperdinck’s 
opera - sees it "as a way of getting 
to know the orchestra, of develop- 
ing sound and maybe moving in 
the direction of Wagner.” 

But what does Dohninyi gain 
from tying himself to an orchestra 
with far less financial security 
than any institution he bas led? 
After 14 years in Cleveland, he 
feels it is time to re-integrate him- 
self in European musical life. He 


already has a foothold in France, 
as artistic adviser to the Orchestra 
de Paris, His dislike of the rota 
system in German orchestras has 
made him unpopular there, and he 
is tired of guest-conducting. "You 
meet lots of nice orchestras, but 
you never really create a relation- 
ship. My moral priority is keeping 
the Cleveland Orchestra in best 
shape until they find a successor. 
Beyond that, I want to create a 
musical home in London, to get 
closer to the Philharmonia. and 
we'll see what comes of it." 

Not everything is plain sailing. 
His half-complete Decca recording 
of The Ring has come to a halt He 
was booed this summer in Salz- 
burg. His private life is "a mess”: 
he blames bis recent split with 
Silja on his absorption in work. 
What could have been the crown of 
his career - the directorship of the 
Vienna State Opera, after E be r hard 
Waechter's sudden death in 1992 - 
was denied him by political inter- 
ference. And wherever he goes, his 
interpretations ore criticised for 
appealing more to the head than to 
the heart. So does Dohnanyi recog- 


nise in himself the personification 
of unsentimental sang-froid? 

True to form, he replies with the 
perfect argument “Don't make it 
too easy for feelings to call them- 
selves feelings. If you control them, 
you have a chance to reach the 
truly great feelings. Knowing bow 
composition functions, it's clear 
that music comes from somew here 
between head and heart. If the 
head doesn't control the heart, it's 
kitsch. If the heart doesn't control 
the head, it’s theory-. I cannot think 
of any great artist who didn't have 
a very decisive knowledge of what 
he was doing. Beethoven worked 
for 20 years on Freude, schdner G6t- 
terfunken [in the finale of the 
Ninth Symphony]: it didn't come 
without thinking, but it certainly 
doesn't mean anything without 
feeling.” 


Christoph von Dohnanyi conducts 
tbe Philharmonia Orchestra at the 
Royal Festival Hall, London, 
tomorrow, on Saturday and next 
Wednesday- (0171-960 4242). Hansel 
und Gretel opens in Paris on 
November 18 (01-1028 2840). 


Theatre/Ian Shuttleworth 

One affair leads 
to another 


I believe it was comedian 
Eddie Izzard who once 
speculated that the 
secret of Edward Fox's 
magnificent drawl is that he 
has a wedge of muscle tissue 
stapled to the inside of his 
cheek. At any rate. Fox's 
voice was surely fashioned 
by the Almighty in the 
knowledge that one day he 
would play Harold 
Macmillan, an opportunity 
finally afforded him in Hugh 
Whitemore's A Letter Of 
Resignation. 

Set primarily in tbe 
summer of 1983, 
Whitemore's main narrative 
is that of the premier 
receiving said letter from 
John Profumo whilst 
weekending at an unnamed 
Scottish castle. After a 
lengthy briefing with his 
PPS and an MI5 agent, 
Macmillan then falls into a 
reverie which transports 
him back over a third of a 
century to the moment at 
which his wife Dorothy 
admitted her affair with Bob 
Boothby. 

Following hard on the 
heels of (although mining 
an entirely different 
temperamental vein from) 
Snoo Wilson’s HRH, the play 
implicitly raises questions 
about the use of “faction” as 
a theatrical device. 

Whitemore's thesis - 
plausible but naturally 
unconfirmed, as such theses 
tend to be - is that 
Macmillan, having lived 
for decades with the burden 
ofhis wife's adultery, was 
too timid to pay the 
necessary direct attention to 
the Profumo affair in its 
early stages, accepting the 
war minister’s initial 
denials of Impropriety at 
face value. 

Fox's “Supermac” is 
rather too doddering, the 
voice excessively high and 
febrile, but he counteracts 
this with a ramrod-backed 
posture; as his own sharper 
features combine with a fine 
makeup job (right down to 
the eyebrows which he 
habitually strokes), he bears 
an uncanny resemblance to 
tbe late Willie Rushton's 
drawings of Macmillan. 

Whitemore's script 
overplays Macmillan's 
affected patrician 
antiquarianism, with the 
principal reminders that 
this was an act coming in 
the form of sporadic 
remarks from others to that 
effect. The author also goes 
into rather too much detail 


in the first-act briefing, the 
secretary and the spook 
serving up a succession of 
cues for reflection or 
anecdote from the PM. 

The chain of loosely 
connected reminiscences at 
the end of the play, 
although far less relevant to 
tbe narrative, is more 
satisfying because it seems 
less forced. A clutch of 
philosophical discussions 
about religion and morality 
serve to give intellectual 
heft to the piece, albeit that 
they pop up as unbidden as 
a Jehovah's Witness upon 
tbe doorstep. 

The initial air (possibly 
deliberate upon the pari of 
director Christopher 
Morahan) of a stilted 
country-honse play is 
dispelled by the 
entrance of Macmillan 
and Clare Higgins's 
excellent Lady Dorothy - 
all easy aristocratic 
amiability, making small 
talk with casual remarks 
such as, “I gather you're a 
spy, Mr. Ritchie.” but 
using the appearance of 
directness as a defence 
when she confesses her 
affair. 

Yet. for all the other 
factual, fictional or 
speculative ingredients, tbe 
play’s main appeal is (to 
quote a 1980 punk single 
about Edward Fox himself) 
“the uniquely English 
charm of old houndstooth 
jackets” of which Macmillan 
was a grand master. 


Comedy Theatre, London 
SW1 (0171 369 1731). 



Harold Macmillan 
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■ AMSTERDAM 

EXHIBITIONS 
Van Gogh Museum 
Tel: 31-20-570 5200 
Auguste Prfiault (1809-1879): 
Romanticism in Bronze. 75 
sculptures and medallions by the 
nonconformist whose works, 
during his lifetime, were regularly 
rejected by the Salon jury. This 
display includes Important works 
produced during the 1830s and 
1840s; to Jan 11 

OPERA 

Hat Muaektheater 

Tet 31-20-551 8911 
La Traviata: by Verdi. 

Netherlands Opera revival of a 
staging by Alfred Kirchner, 
conducted by Raff Weikerb 
Oct 22 


■ BALTIMORE 

EXHIBITIONS 
Baltimore Museum of Art 
Tell 1-410-896 6310 
A Grand Design: The Art of the 
Victoria and Albert Museum. Ftret 


i _ . * 


stop of a five-city North 
American tour of selected objects 
from the V&A's collection; to 
Jan 16 


■ BERLIN 

CONCERTS 

Konzerthaus Tel: 49-30-203090 
Berlin Symphony Orchestra: 
conducted by Jerry Semkow in 
works by Glinka, Dvorak and 
Prokofiev. With violin soloist 
Alyssa Park; Oct 23, 24 

OPERA 

Deutsche Oper 
Tel: 49-30-34384-01 
Der Fliegende Hollander, by 
Wagner. Conducted by Christian 
Thielemann in a staging by Gfitz 
Friedrich; Oct 24 


■ BILBAO 

EXHIBITION 

Guggenheim Museum BQbao 
Tel: 34-4-423 2799 
The Guggenheim Museums and 
the Art of This Century: the new 
museum's inaugural exhibition 
features more than 300 works of 
modern and contemporary art 
horn the Guggenheim's 
collections 


■ BRUSSELS 

OPERA 

La Monnale Tel: 32-2-229 1211 
+ La Stellidaura Vendicante: by 
Francesco Prpvenzale. New 
production directed by Philippe 
Sireuil and conducted by 
Alessandro de March!; Oct 21, 23 
• Otello: by Verdi- New 
production conducted by Antonio 
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Pappano in a staging by Willy 
Decker. Cast Includes Susan 
Chilcott as Desdemona; 

Oct 21 


■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 

• Idomeneo: by Mozart. 
Conducted by John Nelson in a 
staging by John Copley; Oct 22 

• Nabucco: by Verdi. New 
production staged by Elijah 
Moshinsky and conducted by 
Bruno Bartoietti. Cast includes 
Maria Guleghlna and Samuel 
Ramey; Oct 21, 24 

• Peter Grimes; by Britten. 
Conducted by Mark Elder, 
malting his Lyric Opera debut, in 
a staging by John Copley. Ben 
Heppner sings the title role; 

Oct 20 


■ LONDON 

CONCERTS 
Barbican Centre 
Tel: 44-171-638 8891 
London Symphony Orchestra: 
conducted by Andr6 Previn in a 
programme of works by William 
Walton. With violin soloist 
Alexander Barantschik, viola Paul 
Stiverthome and cellist Tim Hugh; 
Oct 23 

EXHIBITIONS 
TateGaflery 
Tel: 44-171-887 8000 
• Mondrian: Nature to 
Abstraction - selection of 60 
works loaned by the 
Gemeentenmuseum in the 
Hague; to Nov 30 


\ 



• The Age of Rossetti, 

Bume- Jones and Walts: 
Symbolism in Britain 1860-1910. 
Works by British artists including 
the pre-Raphaelites Rossetti and 
Burne-Jones are presented 
alongside those of European 
contemporaries; to Jan 4 

OPERA 

London Coliseum 
Tel: 44-171-632 8300 
English National Opera: From the 
House of the Dead, by Janagek. 
New production, conducted by 
Paul Daniel and staged by Tim 
Albery. The programme is 
completed by Twice Through the 
Heart, by Mark-Anthony Tumage; 
Oct 20. 23 

Shaftesbury Theatre 
Tel: 44-171-379 6657 
The Royal Opera: The Merry 
Widow, by Franz LahAr, in a new 
translation by Jeremy Sams. New 
production by Graham Vick, with 
designs by Richard Hudson; 

Oct 23 


■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavffion 
Tel: 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Mozart and 
Beethoven, and the world 
premiere of a new work by 
Donatoni; Oct 23, 24 


■ MUNICH 

CONCERTS 
Philharmonic Gasteig 
Tel: 49-89-5481 8181 


Prague Symphony Orchestra: 
conducted by Gaetano Deiogu in 
works by Rossini. Brahms and 
Dvorak. With piano soloist Valery 
Afanassiev; Oct 24 

DANCE 

Bayerische Stoats oper 
Tel: 49-89-2185 1920 
Bayerische StaatsbaJlett: Swan 
Lake. Sets and costumes are by 
John Macfarlane; Oct 23 

EXHIBITIONS 
Haus der Kunst 
Tel: 49-89-2185 1920 
Ellsworth Kelly: retrospective of 
the American abstract painter 
and sculptor, b. 1923. now in his 
70s and one of the most 
distinguished living artists. 
Organised with the Guggenheim 
Museum and previously seen in 
New York, Los Angeles and 
London; to Jan 18 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 

• Die Zauberfldte: by Mozart 
Conducted by Hans Orewartz in 
a staging by August Everding, 
with designs by Jurgen Rose; 

Oct 21 

• The Love for Three Oranges: 
by Prokofiev. Conducted by 
Roberto Abbado, in a staging by 
Juri Ljubimow, with designs by 
David Borowskij; Oct 22, 24 


■ NEW YORK 

CONCERTS 
Lincoln Center 
Tel: 1-212-721 6500 
New York Philharmonic: 
conducted by Neeme Jarvi in 


works by Thomson, Tchaikovsky 
and Mendelssohn. With tenor 
Richard Clement and violin 
soloist Tasmin Little; Avery Fisher 
Hall; Oct 21 

EXHIBITIONS 
Museum of Modern Art 
Tel: 1-212-708 9480 
Achille Castiglioni: Design! First 
US retrospective of the Italian 
architect and designer; to 
Jan 6 

OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-362 6000 

• Carmen: by Bizet Revival of a 
production by Franco Zeffirelli; 
Oct 21 

• II Barbiere di Siviglia: by 
Rossini. Revival of a staging by 
John Cox; Oct 22 

• La Cenerentoia: by Rossini. 
Met Opera premiere. New 
production conducted by James 
Levine in a staging by Cesare 
Lievi, with designs by Maurizio 
Bald; Oct 20, 24 


■ PARIS 

CONCERTS 

SaQa Pteyd Tel: 33-1-4561 6589 
Orchestra de Parte: conducted 
by Iv&n Fischer in works by 
Schubert, Mozart and Bartok. 
With piano soloist Richard 
Goode; Oct 22 

OPERA 

Opdra National de Paris, Op6ra 
Bastille Tel: 33-1-44731300 
• Aufstieg und Fall der Stadt 
Mahagonny: by Kurt Weill. 
Conducted by Jeffrey Tate in a 
production directed by Graham 


Vick; Oct 20, 23 
• Turandot: by Puccini. New 
production by Francesca 
Zambello. Conducted by Fabio 
Luisi. With choreography by 
Alphonse Poulin and designs by 
Alison Chitty; Oct 21, 24 


■ ZURICH 

EXHIBITIONS 
Kunsthaus Zurich 
Tel: 41-1-251 6765 
Arnold Bticklin, Giorgio de 
Chirico, Max Ernst: Voyage into 
the Unknown, comprising 130 
paintings, collages and sketches; 
to Jan 18 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

Monday to Friday, Centra! 
European Time: 

• NBC/Super Channel 
07.00: FT Business Morning 
10.00: European Money Wheel 
Nonstop five coverage until 15.00 
of European business and the 
financial markets. 

Financial Times Business 
Tonight 

• CNBC 

0BJ3D: Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 
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I t is time the Japanese 
government or Wall 
Street’s pundits gave 
the lie to the US admin- 
istration's endless tirade 
about Japan’s ballooning 
trade surplus - which is, in 
point of fact, the smallest of 
the Gio nations. 

If one takes into account 
Japan's huge and expanding 
deficit in services - the larg- 
est in the world at more 
than S58bn annually - 
Japan’s balance of trade in 
goods and services over the 
!2 months to June was a 
mere $33bn. Employing the 
same method that the US 
uses to calculate its own 
trade statistics, the Japanese 
trade surplus was 0.6 per 
cent of gross domestic prod- 
uct over the past 12 months. 

By way of comparison, 
continental Europe bad a 
goods and services trade sur- 
plus of about $227bn in the 
year to June 1997, the latest 
Tor which complete data are 
available. As a percentage of 
GDP, the continental Euro- 
pean trade surplus, at 32 per 
cent, is more than five times 
that of Japan's. 

The market’s misunder- 
standing of the size of 
Japan's trade imbalance 
stems from a quirk in the 
way the figures are released. 
The data on the goods por- 
tion of the trade balance, 
where Japan has a surplus, 
is the first to be issued in 
the monthly customs-cleared 
trade report. The data on the 
massive services deficit, a 
full 60 per cent of the goods 
surplus, is not released until 
the following month. 

This odd schedule did not 
matter years ago when trade 
in services was minuscule. 
But the services sector in 
Japan now accounts for 
more than 60 per cent of the 
total economy - only 
slightly less than in tbe US. 
In both countries, growth 
has been most vibrant in the 
services sector. Whether 
they buy a Big Mac and pay 
a royalty to McDonald's, pur- 
chase Microsoft's Windows 
95. watch the latest Holly- 
wood movie or arrange a 
contract with Goldman 
Sachs to issue bonds, the 
Japanese are contributing to 
the fastest-growing areas of 
the US economy. 

Why do we not pay more 
heed to the Japanese ser- 
vices deficit - of which 44 
per cent is with the US? Per- 
haps one reason why the 
true situation is obscured is 
because the data on the ser- 
vices deficit, when they are 
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A deficit of 
trade praise 

Japan is being unfairly 
criticised over the size of its 
surplus, says Louis Bacon 
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finally released, are sub- 
sumed into that political hot 
potato, the current account 
report In short the trade in 
goods and services is aggre- 
gated with the huge income 
from overseas investments 
to determine the Japanese 
current account balance, 
again overshadowing the 
service deficit 
The relative weights of the 
components have changed 
drastically in recent years. 
Going back to the current 
account's peak period (the 
12 months to May 1993), 67 
per cent of the surplus was 
derived from tbe balance on 
goods and services, with the 
remaining third coming 
from earnings on overseas 
investments. These relative 
weightings have now 
reversed, with the balance 
on overseas investment 
earnings representing 65 per 
cent of the current account 
surplus, against 35 per cent 
for goods and services. In 
short, the current account 
deficit has much more to do 
with an income surplus 
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than a trade surplus. 

This switch is testimony to 
Japan's success in opening 
its domestic markets to the 
world during the 1994-97 
period - a process that 
reached 40 per cent year-on- 
year growth in import pene- 
tration in 1996. Monthly 
goods imports have risen by 
half since early 1994, the 
monthly services deficit 
growing by about 40 per 
cent. These figures contra- 
dict claims that Japan has 
done little to open her 
domestic market to imports. 

That its income surplus is 
now double the trade bal- 
ance itself is a case of tbe 
success of the past clouding 
the prosaic present. 

Of course, the investment 
income portion of the cur- 
rent account does matter, 
since it has to be recycled. 
But it has little bearing on 
the relative trade positions 
between nations. Several 
years ago. the US changed 
its reporting of trade data to 
include the services compo- 
nent, after Wall Street's 


so-called economists had 
consistently failed to recog- 
nise the surplus in that area. 

But do not expect Japan to 
follow the US example, how- 
ever sensible the switch 
might prove. Japan, after all, 
was the only G7 country to 
report its politically conten- 
tious trade Surpluses in 
depreciating dollars - a deci- 
sion that led to inflated num- 
bers, regardless of the under- 
lying trade shifts. 

This lack of logic was only 
matched when Japan ended 
the practice of reporting the 
surplus in dollars just when 
the dollar reversed course 
and began to appreciate, a 
trend that would have 
reduced the artificial bloat- 
ing of the trade surplus. 

Rarely does such a con- 
spiracy - of Japanese 
bureaucratic ineptness, US 
administration cynicism and 
intellectual deficiencies 
among economists - misdi- 
rect financial relationships 
at such high levels. And the 
US’s selective exploitation of 
Japan's trade position can 
only deter other trading 
partners from revealing 
potentially contentions data, 
just as the IMF has asked 
developing nations to pro- 
duce more transparent data. 

In spite of the deflationary 
effects of opening a cosseted 
domestic economy to global 
competition, Japan has, in 
the midst of severe asset 
deflation, managed to reduce 
its trade surplus to- the low- 
est of the GlO. The US 
should praise, not pillory, 
Tokyo far this achievement 

When the US had an asset- 
deflation recession, it cut 
interest rates to a minimum 
and let the dollar depreciate. 
Japan has already cut inter- 
est rates effectively to zero, 
and has fiscally stimulated 
to the point where the pri- 
mary fiscal deficit is larger 
than any in the GlO. Yet the 
yen is still stronger relative 
to other currencies than dur- 
ing the height of the bubble 
period of 1989. 

Why not let Japan follow 
the only policy option left, 
by gradually depreciating 
the yen at a time when its 
impact on world trade would 
be tolerable? The Asian cur- 
rency crisis will reduce 
Japan's trade surplus and 
consequently render it even 
less relevant It is one thing 
to beggar your neighbour; it 
is but quite another to kids 
him when he is down. 

The author is Moore Capital 
Management's chief executive 
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On Monday, October 20, the 'Rig Bang Mark 2 ' explodes 

on the London Stock Exchange. It will be a day that brings new trading technology and new 
competitive advantages to London, in the battle for world markets. As the official broadcaster, 
CNBC will take the lead with authoritative reporting and expert analysis. 

Watch Exclusive Live Coverage by Financial Times Television of the opening ceremony starting: 

8.20am UK - 9.20am CET on CNBC 


Hosted by Gavin Casey, Chief Executive of the London Stock Exchange, 
and attended by Gordon Brown, Chancellor of the Exchequer. 


ik 


EUROPE 


CNBC, First in Business WoHdwide 
with Financial Times Television. 

for more information on how to watch CNBC, visit us on 
www.NffiCeuropa.cani or contact CNBC Europe: 

W +44 181 600 6372 foot +44 181 600 6600 

9-meib cnbc^urope6nbc-co<n 


FT 


FINANCIAL TIMES 

Television 



- We are keen eo 
• - .w ‘fine’). 


Intellectual copyright and books on the net 


From Mr Owe Bradley. 

Sir, Contrary to what is 
stated in your article on 
internet bookselling 
(“‘Sleepy - booksellers get 
wake up caH", October 10), 
the Publishers Association is 
advised that UK publishers 
holding exclusive rights to 
the UK for a book title would 
have recourse against a US 
bookseller selling copies of 
editions separately licensed 
for the US to customers in 
the UK. 

As your article makes 
clear, this is an issue of 
great importance to all 
licensees of Intellectual prop- 


erly rights - not just copy- 
rights owned by authors and 
publishers and producers of 
all Muds, including newspa- 
pers, but patents, trade- 
marks and know-how as 
well. If territorial rights can- 
not be protected against 
such infringements, the 
opportunity to optimise sales 
in diffe rent territories is 
greatly reduced, to the detri- 
ment not only of the publish- 
ers, but also of authors and 
consumers, and of our cul- 
tural Me as wdL 
Furthermore, our major 
investments in these impor- 
tant rights will be under- 


mined as we become victims 
of fluctuating exchange 
rates, loss-leading remain- 
dering, and opportunistic 
importing of mare successful 
tttiffi, killing the risk-taking 
involved in production of 
new and chancier titles. 

The importance of this is 
recognised in the UK and the 
US copyright acts; indeed, 
the US is a zealous protector 
of its own territorial rights. 

A US consent decree which 
settled a major UK/US dis- 
pute oh such market rights 
20 years ago specifically pro- 
tects the ability of copyright 
owners in one territory to 


importation of infringing 
copies from another. 

These rights, often expen- 
sively acquired, are likely to 
be protected by all possible 
means by their owners, with 
the strong support not only 
of the Publishers Association 
but also of all similar bodies 
concerned to protect their 
national creative economies 
and cultures. 

dive Bradley, 
chief executive. 

The Publishers Association, 
No 1 Kingsway, : 

London WC2B 6XF * 


As Emu knocks down barriers, curtain 
will rise on great cross-border bank sale 


From Mr Bod Barrett. 

Sir, In your discussion of 
pan-European takeovers 
("Mergers a la mode", Octo- 
ber 14) I was surprised that 
you concluded that there is 
little logic for the financial 
sector. 

Within participating coun- 
tries, economic and mone- 
tary nninm e liminates an 
important barrier to compe- 
tition between banks of dif- 
ferent nations, namely a 
local currency deposit base. 
Within an Emu, for example, 
a bank with a cheaper 
source of funds in one coun- 


try can undercut the price of 
inans of a bank in another 
without its previous concern 
for the currency risk. 

In-market mergers have 
been a feature of banking for 
some years; unless other bar- 
riers intervene, the logic is 
surely that an enduring Emu 
would become the market in 
which future mergers occur. 
Po tential for cost reduction 
and shareholder value cre- 
ation is apparent; the main 
barrier is not logic but prac- 
tical issues such as restric- 
tive labour laws and uncoop- 
erative local management. 


If confidence rises that 
these will change: the cur- 
tain will go up on the great 
European cross-border bank 
sale. It may mean no locally 
owned major bank in some 
conn tries; and, by similar 
token, some national stock 
exchanges and other finan- 
cial institutions reduced to 
regional status. Surely none 
of this is a surprise. It is an 
integral part of Emu; it goes 
with the territory. 

Rod Barrett, 

60 Southborough Road, 
Bromley BR1 2EN. 


S till thrilled by second stonecutter’s reply 


From Mr Michael Mould. 

Sir. Fifty years old, dreams 
intact, and heavily involved 

in wmnagpmpw f tr aining , I 

was astounded to read about 
Lucy KeUaway’s attitude to 
the stonecutter story. Per- 
sonally, I still get a thrill 
when 1 tell that story to 
trainees. 

Ms Kellaway writes: “The 
first stonecutter says. Tm 
cutting this stone into 
blocks', while the second sto- 
necutter says, Tm on a team 
that's building a cathedral’. 
She says she prefers the first 


stonecutter’s reply since “it 
at least shows he knows 
what he is doing", the impli- 
cation being that the second 
does not. Logically, this does 
not follow. 

More seriously, she says 
she would deserve to be fired 
if she wrote about herself at 
the FT as being “on a team 
creating the world's best 
business newspaper”. I 
would contend that she 
should be fired If she does 
not envisage her role in such 
terms. The “shameless waf- 
fle” Is elsewhere- 


She says she is employed 
“to write about things as 
simply as possible”. This 
ambition has as much inspi- 
rational impact as an out of 
date telephone directory. 

I sincerely hope that one 
day, her little son or 
daughter-to-be will say: 
‘'Mnnuny, 1 love the second 
stonecutter's reply.” 

Michael Mould, 

France Telecom corporate 

headquarters, 

Paris, 

France 


Post-Emu 
chaos not 
inevitable 

From Mr. Steven Burgess. 

Sir. Peter Martin (“Emu's 
new horizons”, October 16) is 
correct to point out that the 
euro will be a watershed for 
European business. 

However, he paints a very 
fluid world, post-economic 
and monetary union, of 
entrepreneurs building hasty 
and excessive empires, 
where companies will have 
discretion over the extent- to 
which they will be subject to 
the constraints of national . ' 
policies. 

This ignores the fact that, 
the European Union has 
strong powers in the; area of 
competition policy and these 
will undoubtedly need to be 
developed to meet the chal- 
lenges of the post-Emu envi- . 
ronment 

While it is true that the 
ability of nation states to 
influence big business will 
diminish, this does not mean 
that the post-Emu world win 
be as chaotic as Peter Martin 
suggests. 

Steven Burgess. 

13 Hogarth House. 

Erasmus Street, 
Westminster,. 

London, 

SW1P4HS • 


T he news that at 
least four of the 
world's Big Six 
accountancy firms 
are now involved in separate 
sets of merger talks brings 
the day closer when a mar- 
ket worth at least S40bn 
(£24.6bn) a year in revenues 
- serving the globe's biggest 
companies - could be domi- 
nated by a few super play- 
ers. 

Clients must now be ask- 
ing: what if the Big Six 
really does become the Big 
Three? 

It is, of course, a very big 
if. The decision of KPMG 
and Ernst & Young to begin 
merger talks this week, fol- 
lowing last month's 
announcement that Price 
Waterhouse and Coopers & 
Lybrand are also courting, 
means that the world's 
senior financial regulators, 
particularly those in Brus- 
sels. are bound to look 
closely at the competition 
issues involved. 

Also, the partners have yet 
to vote on the merger plans. 
The executives proposing 
the mergers will need to 
secure as much as a two- 
thirds majority before the 
deals can proceed. KPMG's 
byzantine structure prom- 
ises to present some particu- 
larly difficult hurdles. 

But if we jump ahead to 
the year 2000 and imagine 
that the two firms outside 
the current round of talks - 
Andersen Worldwide and 
Deloitte Touche Tohmatsu - 
have fallen into each others 
arms, we could find our- 
selves in the world of the Big 
Three. So what would it be 
like? 

The boards of the world’s 
leading companies would 
certainly flnrf their choice of 
auditors severely limited, if 
the two mergers already pro- 
posed go ahead. 88 per cent 
of the companies in the 
FTSE 100 index alone would 
foil under the two new super 
firms and 36 of the 50 tqp 
US-based multinationals. 

The firms would argue 
that audit is now a small - 
and far from lucrative — part 
of their businesses compared 
with the burgeoning man- 
agement consultancies and 
information technology 
houses that they are devel- 
oping. But critics would say 
that misses the point In the 
one area where companies 
have no choice - in meeting 
their legal duty to appoint 
an auditor - the number of 
candidates would be drasti- 
cally reduced. 

To some extent the Big 
Three would be victims of 
their own success. It' is 
already almost unthinkable 
that the annual general 


When Six is 
a crowd 

Jim Kelly looks ahead to the 
possibility of just three global 
accountancy firms 

(we soon Found nrtrr iwBaf) 
{cilobmjsation rtm'r aioucH J 



meeting of a company with 
global ambitions would 
allow the appointment of an 
auditor from outside tbe 
ranks of the super firms. The 
Big Six has become a brand 
with tremendous power to 
reassure shareholders; tbe 
Big Three would simply con- 
centrate the power of that 
brand. There would be no 
alternative in the market for 
a global auditor. Some com- 
panies would have no choice 
at all, as conflicts of interest 
could easily reduce the can- 
didates from three to one. 

The Big Three, with aspi- 
rations to sell much more 
than the statutory audit to 
their global clients, would 
stretch the perceived inde- 
pendence of the auditor close 
.to breaking point. Many 
companies already struggle 
to make sure their auditors 
do not end up heavily 
involved in providing other 
advice. But even in a 
straightforward acquisition, 
for example, the chances of 
one of the big firms being 
“conflicted out” in a market 
with only three players 
would be very high. 

The fact that the Big Six 
had already begun to, bump 
into each other in this way 
has. in recent years, led 
many to forecast that they 
would unbundle themselves 
and create, by demerger, 
smaller and more focused 
businesses. 

In some cases partners 
have jumped ship to set up 
niche firms to meet client 


needs. One set of Big Six 
[partners, for example, has 
set up a firm in London to 
provide forensic services 
because they kept losing 
business in their old jobs 
through conflicts of interest 

Big companies could turn 
elsewhere for advice and 
leave their auditors to get an 
with auditing. But the Big 
Three would be difficult to 
ignore: their size would 
make them extremely com- 
petitive on price and skills. 

The three would have 
another big advantage: while 
competitors would have to 
carry the costs of finding cli- 
ents, identifying their needs, 
and getting to know their 
businesses, audit firms are 
already in such a position. 

In the world of the Big Six 
- let alone the Big Three - 
these pressures lead to con- 
cerns about the perceived 
independence of auditors. 
Consolidation within the sec- 
tor would raise questions 
about the efficiency of Chi- 
nese walls wi thin the firms 
and the degree to which con- 
fl icts o f interest could be 
identified and removed. 

A .string of corporate fail- 
ures - such as the ones seen 
in the late 1980s and eariy 
1990s - would place the Big 
Three under huge pressure 
to separate the audit busi- 
ness from their other ser- 
vices. At the very least reg- 
ulators. might want to 
allocate audits of companies 
to various firms to avoid 
market domination. 


A Big Three would, there- 
fore, have to deal with 
immense problems in the 
marketplace of the 21st cen- 
tury. But there would also 
be tremendous internal prob- 
lems, not least in devising a 
management framework 
capable of controlling effi- 
ciently organisations with 
tens of thousands of part- 
ners - each one in theory an 
owner-manager. 

Two significant factors 
point to continued internal 
strife within the very big 
firms. First partners wi thin 
multi-disciplinary profes- 
sional firms have signifi- 
cantly different earning pow- 
ers. One only has to lock at 
the bitter disputes that have - 
broken out wi thin Andersen 
Worldwide between consul- 
tants and accountants to see 
the potential for discord. AH 
the firms are already strug- 
gling with this issue - no 
one has yet found a solution. 
The Big Three would find • 
the pressures difficult to' 

' contain. 

Second, the senior execu- 
tives of the Big Three might 
trumpet the global nature of 
their new super firms but 
the statutory nature of the 
audit means that, legally at 
least, the firms would oper- 
ate on a country -by-country 
basis. Such problems can be ’ 
overcome by shar ing costs 
across borders. But the Big 
Three could not go too far 
down this road otherwise 
they would find themselves' 
open to cross-border - legal • 
actions when audits - faiL 
Global liability is a night- 
mare just as vivid as the 
dream of the truly - global 
firm. . 

The rush to create the Big 
Three is being driven -by 
phenomenal growth - of up .' 
to 2S per cent a year - in the 
reven ues that can flow from 
providing advice to gtobahs-: 
ing companies. To same crit- 
ics this growth, and the prof- ■ 
its which come with it, are : 
the only logic behind the -• 
planned mergers: ft is a!logic 

■which seems to ignore the , 
potential problems and fat 
the very least disregards fhp ' 

anxieties <rf clients - many* - 
of whom say the professional ' 
firms are .big enough ., 
already. .*/. ...if. 

The sectors herd- instinct 
is very strong, and . has ' 
already led.,to the develop: 
ment of sfs. giant' organise!-' 
tfons that are, depreestogiy ; ! 
similar - sl single brand 
rather than, six : separate. 
ones. There must be a real- 
danger that the rush ' 
towards creating the Big 
Three is bom out of the. fear i 
of being left behind, raffia: 
than a coherent vision ofthe ' 
future., - 
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Emu policy 
in a spin 


When Tony Blair meets Helmut 
KoW today, he wiB have a lot or 
explaining to do. Will the Brit- 
ish prime minister tell the Ger- 
man chancellor that the main 
stories in the UK newspapers 
this weekend were all wrong? 
Or will he say that he does 
Indeed expect to rule out 
Britain’s entry into European 
mone tary union during this par- 
liament? 

Mr Blair may try to find 
soothing words for Mr Kohl He 
is. after all, anxious to rebuild 
the bridges with Germany 
which were so badly damaged 
under the Conservative govern- 
ment. Nevertheless he has 
fallen into a trap of his own 
government's making. As a 
result, his approach to Emu is 
open to serious charges of 
incompetence and indecision. 

Clearly, ministers needed 
time to make up their minds on 
Emu. But the briefings and 
counter -briefings of recent days 
and weeks have created damag- 
ing confusion - for the public, 
industry and financial markets. 

This is no way to build the 
trust and openness which Mr 
Blair claimed to be his govern- 
ment's goals. It will not help 
him address the “hard choices” 
of which he spoke last month. 
Nor will it do anything to 
improve Britain's chances of 
exercising leadership in Europe, 
which he has set as one of his 
priorities. 

To avoid lasting damage, Mr 
Blair must now agree with bis 
cabinet (not just a tiny coterie) 
a clear and consistent policy 
i towards Emu. He should be 
honest about the economic 
uncertainties and possible costs 
of entry as well as the dangers 
of continued indecision. 

Almost no-one now t hink s 
that Britain could join in 1939 - 


Wrong tack 


For two decades, the US has 
repeatedly jeopardised its rela- 
tionship with Japan, and the 
stability of the world trade sys- 
tem, by threatening Tokyo with 
unilateral sanctions over alleg- 
edly unfair trade practices. 
More often than not. such bully- 
ing tactics have created political 
resentment, without achieving 
their intended goals. But seldom 
have they been used as foolishly 
as is the dispute over Japan’s 
port practices which brought 
the two countries to the brink 
of trade war at the weekend. 

By any standard, the port 
practices are indefensible. By 
preserving Inefficient bureau- 
cracy and labour methods, they 
benefit intransigent trades 
unions and. by some accounts, 
organised crime. They impose 
crippling costs on Japanese and 
foreign shippers alike - and on 
an ailing Japanese economy. 

For that reason, when the US 
called for change, its demands 
were privately welcomed by 
Japan's government and indus- 
try. Not only has Washington 
failed to use that goodwill; it 
has contrived to put itself in the 
wrong and alienated Japanese 
supporters. 

By fining Japanese shipping 
lines, Washington has sought to 
punish the victims not the per- 
pretrators of Japan’s port prac- 


tices . Its threat to escalate the 
dispute by closing US pests to 
Japanese vessels^ would, if 
implemented, almost certainly 
violate World Trade Organisa- 
tion rules. 

Perversely, the closure threat 
is based on powers in the 1920 
Jones Act. a grotesquely protec- 
tionist law which guarantees 
US-built and owned vessels a 
monopoly of the country's 
coastal shipping. The US had a 
ready-made opportunity to 
attack Japan's port restrictions 
through the WTO negotiations 
on maritime services two years i 
ago. 

But Washington scuppered 
those talks soon after they 
began, because of opposition | 
from Jones Act supporters, ! 
which has also has kept the US 
Congress Cram ratifying a draft 
OECD treaty to curb shipbuild- 
ing subsidies. Such subservi- 
ence to special interests under- 
mines Washington's claims to 
champion free trade. 

If the US wants to liberalise 
shipping. President BIQ Clinton 
should aim to use his proposed 
fast track trade authority to re- 
launch the WTO talks and to 
bargain constructively. The US 
is at least as hobbled as Japan 
by archaic protectionism in the 
industry, and has as much to 
gain by jettisoning it 


No pain, no gain 


Malaysia’s Finance Minister, 
Anwar Ibrahim, unveiled the 
country's 1998 budget on Friday 
to a chorus of disappointment. 
The budget was an opportunity 
for Malaysian authorities to 
undo some of the damage done 
by Mahathir Mohamad's rasher 
outbursts against foreign inves- 
tors. It wasted the opportunity 
to show financial markets that 
the authorities are prepared to 
take tough measures to get the 
economy back on course. 

The budget's centrepiece was 
a package of measures aimed at 
improving the current account 
These included wide-ranging 
increases in import duties and 
tax exemptions for exporting 
companies. The Malaysians 
know that they have to tackle 
their current account deficit, 
currently 5 per cent of gross 
national product, in order to 
regain the confidence of ner- 
vous investors- They hope that 
these incentives, together with 
improved competitiveness after 
the devaluation of the ringgit, 
will lead to an export surge, 
which would bring down the 
deficit painlessly. 

But attempts to manipulate 
the current account through fis- 
! cai tweaking cannot succeed 
while economic growth remains 
at its present level Bank credit 
growth is running at nearly 30 


per cent per annum, and total 
bank credit to the public and 
private sector now stands at a 
massive 170 per cent of gross 
domestic product, the highest 
ratio in south-east Asia. Malay- 
sia is awash with credit, which 
will continue to encourage 
unproductive investment and to 
suck in imports. 

Yet despite this, and despite 
the plun g in g ringgit, Malaysia 
has stuck stubbornly to a low- 
interest rate policy, using heavy 
central bank Intervention to 
keep rates down. { 

Interest rates have been kept 
low because of fears that a rise 
could trigger a wave of corpo- 
rate bankruptcies and further 
financial sector instability. 

Dr Mah athir is particularly 
concerned about the fate of a 
number of large companies, 
which form part of his tradi- 
tional powerbase. But many of 
Malaysia's companies and finan- 
cial institutions have survived 
only because of unsustainably 
high credit growth. If they can- 
not survive the transition to a 
more stable environment, they 
must be allowed to fold. 

If Malaysia really is to regain 
investor confidence, a period of 
somewhat slower growth cannot 
be avoided. The alternative is 
likely to be a slide into deeper 
crisis. 


All change at the exchange 

The new electronic trading system will continue the profound 
transformation of London’s stock market, says George Graham 

T he London Stock 

Exchange has come a , , 

long way. Two year* 
ago the exchange was 


the first possible date. Sterling’s 
strength, the gap between UK 
and continental Interest rates 
and the misalignment of eco- 
nomic cycles would make entry 
in 1999 very imprudent. 

But to rule out entry for the 
rest of this parliament would 
also be Folly, The merits of 
entry - perhaps in 2002 - will 
need to be judged in the light of 
the UK's economic state, nearer 
the time. But it will be possible 
only if Britain commits itself to 
that goal well jn advance. 

That is what the govern- 
ment's planned statement on ' 
the single currency next month I 
needs to do. To be taken at all , 
seriously in Europe - either as 
a putative member of Emu or to I 
exert real influence on eco- 
nomic or monetary policies that 
will determine its success - Mr 
Blair must state that Britain in 
principle intends to join as soon 
as feasible. 

In addition, he must set out a 
credible programme that will 
lead to this goal. At a m inimum , 
this will include a continuation 
of its anti-inflation policy and a 
very tight fiscal stance. 

These aims are desirable in 
themselves. But they arc essen- 
tial to bring sterling and UK 
interest rates on to a glide path 
towards Emu entry. Without a 
clear policy of this kind, British 
business will be exposed to 
unnecessary exchange rate and 
economic risks; foreign inves- 
tors will be increasingly uncer- 
tain; and the UK will be 
deprived of influence in Europe. 

What Mr Blair tells Mr Kohl 
today is thus of paramount 
importance. If he thinks Britain 
should and can eventually join 
Emu, he must say so. Other- 
wise, he will not be taken seri- 
ously in Europe. Nor will he 
deserve to be. 


T he London Stock 
Exchange has come a 
long way. Two years 
ago the exchange was 
being grilled by the 
i House of Commons, investigated 
by the Office of Fair Trading and 
sniped at by US investors. Its big- 
gest members were fighting tooth 
and nail against change, and its 
chief executives had the life 
expectancy of a Kleenex. 

This morning, the exchange 
will crack open the champagne 
as Gordon Brown, the chancellor 
Of the exchequer, pushes the but- 
ton to launch u new electronic 
trading system that could radi- 
cally change the way tbe UK 
stock market functions. 

The marketmakers. the big 
share dealers who seemed to 
have most to lose from the end of 
London's traditional trading sys- 
tem. show on enthusiasm that 
few would have suspected a year 
ago. So, too, do many of the larg- 
est UK institutional investors. 

"It's amazing how the pendu- 
lum has swung. It has changed 
from being really negative to 
everyone being really psyched up 
for it," said Clive Williams, chief 
dealer at LGT Asset Manage- 
ment 

The exchange has now settled 
in with a new chief executive - 
Gavin Casey, former chief admin- 
istrative officer for international 
equities at Merrill Lynch - cut 
its costs by £55m and got the new 
electronic order book up and run- 
ning in time for ihis morning's 
grand opening. 

Traders have spent their Satur- 
days rehearsing with the new 
system, but the start of live trad- 
ing today will bring the biggest 
changes to the London stock 
market since the Big Bang 
reforms of 1986. 

Big Bang transformed the 
exchange from a gentle man's 
club into a business, and changed 
all but a handful of its member 
firms from old-style partnerships 
into subsidiaries of multinational 
banks. It got rid of the old trad- 
ing floor, with its blackboards 
and sawdust, in favour of com- 
puter screens. 

But the revolution was only 
half completed. Although prices 
were displayed on screens, a bar- 
gain was still something to be 
negotiated over the telephone. 

Today, the automation of trad- 
ing will be completed, at least for 
the larger stocks that make up 
tbe FTSE 100 index. A bid in the 
electronic order book can be 
accepted at the click of a mouse, 
with no haggling or second 
thoughts. 

"If you put an order up on the 
screen, you had better mean it,” 
said the head of equity trading at 
one large investment bank. 

That involves a cultural 
change, not just for the market- 
makers whose rale as middlemen 
will be eliminated, but, perhaps 
more significantly, for fund man- 
agers who will be able to deal 
directly on their own behalf 
Fund managers have been used 
to ringing up a marketmaker and 
asking for a price on the shares 
they want to buy or sell. They 
have usually wanted the ability 
to trade large blocks of shares 
immediately, which is something 
tbe London market has delivered 
over the years. 

Academic studies suggest that 
London share prices move less in 
response to large trades than 
most other markets, because 
marketmakers put their own 
capital at risk to absorb the 
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impact of the deal on the market. 

The downside has been that 
tbe marketmaker has needed to 
make a return on that risk capi- 
tal. As a result, the spreads 
between buying and selling 
prices have tended to average 
about 0.6 per cent, whereas most 
Continental exchanges, which 
already use electronic order 
books, average 0.15-0.2 per cent. 

Many foreign investors - nota- 
bly Fidelity, the large US mutual 
fund group - grumbled that Lon- 
don not only saddled them with 
high dealing costs but also 
offered little transparency, espe- 
cially as marketmakers were 
allowed to delay the publication 
of large trades. 

The problem was particularly 
acute for quantitative fund man- 
agers, who use computer trading 
programmes to track stock mar- 
ket indices, and for traders trying 
to arbitrage between the main 
stock market and stock index 
futures or options. They needed 
to be sure they were dealing at 
the right market price. 

The new electronic order book 
provides this certainty, and the 
exchange believes it could lead to 
a significant increase in trading 
volumes related to derivative 
activity. 

A study prepared for the 
exchange by the Oliver. Wyman 
consultancy found that equity 
derivatives trading in the UK 
amounted to only about 50 per 
cent of stock market equity out- 
standing, one third of the level in 
France or tbe US and less than 
one quarter of Germany's level 

“An adjustment in turnover to 
average international levels 
would boost cash equity activity 
by approximately 100 per cent 
and exchange-traded derivatives 
by approximately 300 per cent, 
which is in line with conserva- 
tive predictions expressed by 


intermediaries we interviewed,” 
Oliver, Wyman said. 

UK investors, who have valued 
the immediacy of the old London 
system, are less sure that every- 
thing is wonderful in the brave 
new world of the electronic order 
book. 

“Most clients are struggling.” 
said one large marketmaker. 

The first thing fluid managers 
will have to learn is patience. A 
UK investor, used to London's 
immediacy, wants his broker to 
quote a price for large quantities 
of shares, whereas his American 
counterpart is often reluctant to 
make up more than 30 per cent of 
the volume going through the 
market, and will wait to complete 
a trade in small portions over a 
day or mare. - 


H andling large 
orders in a way 
that does not dis- 
rupt the market 
will become a cru- 
cial skill for brokers, many of 
whom have installed sophisti- 
cated systems to do this. Some 
fund managers, equally, have 
installed their own systems for 
measuring how good a job the 
broker does for them in execut- 
ing these large trades, comparing 
share prices to the market aver- 
age down to the last decimal 
place. 

“Execution will become para- 
mount, and Institutions will pay 
for that Fifty per cent of large 
orders will fairly shortly become 
over-the-day orders,” said John 
White, a marketmaker at SBC 
Warburg Dillon Read. 

Will the exchange’s brand new 
system be able to cope? Older 
marketmakers vividly recall the 
first Big Bang in 1986, when their 
screens froze within an hour of 
the market opening. 

That seems unlikely to happen 


this time, although systems man- 
agers at the largest houses will 
be holding their breath until the 
third Friday of November, when 
another set of stock index deriva- 
tives expire, triggering a surge in 
trading volumes. 

Most of the large brokers are 
also confident of their own 
systems. 

The exchange system is built to 
cope with about 3.000 orders per 
minute, against an underlying 
rate of 60-70 per minute today, 
which should leave a good deal of 
headroom. 

“It's not a step into the 
unknown- Every big integrated 
house has a US or a European 
arm and is used to this already,” 
said Mr White of Warburgs. 

More worrying is -the capacity 
of the Crest settlement system. 
The system, newly installed this 
year, was creaking at the end of 
the tax year, because of the 
weight of “bed and breakfast" 
trades. Setting aside any expec- 
ted increase in volume, one order 
on the screen may be filled by 
several smaller ones, each of 
them booked as a separate trade. 
That will be offset, however, by 
the elimination of the market- 
maker as middleman, reducing 
the number of trades. 

“Settlement is the biggest 
worry. Will we get twice as many 
trades to settle, or three or five 
times? Crest already struggles 
with today's volume,” Mr White 
said. 

Crest says it is currently han- 
dling about 130,000 trades a day, 
and coped easily with 160,000 a 
day during the wave of building 
society flotations last summer. 
Us forecasts, done in partnership 
with the exchange, suggest that 
settlement volumes are likely to 
increase by about 15 per cent 

“We are quite confident we can 
handle the volumes that tbe new 
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■ It takes a leap of faith to 
believe that global equity 
markets can keep on rising. So. 
what better time to launch the 
world's first Islamic hedge fund? 
Not only will the fund make 
money - in theory - even when 
markets are falling; it'll also pick 
stocks accordtngto the doctrines 
. of the Koran. 

it’s &u the idea of Adncm al 
Bahar, who runs tbe 
Kuwait-based International - 
Investor, an investment bank 
specialising in Islamic finance. 
The fund will steer dear ef 
companies involved in pork 
production or the arms trade 
and shun companies that are 
highly leveraged - in line with ' 
the Koranic prohibition on 
dealing in interest 
While the fund is being aimed 
squarely at Islamic investors, 
the money teheing managed by 
the European arm of US fund 
manager Barr Roeenberg - 
founded by the eponymous 
e^nometrics professor turned 
Investment guru: Managing 
director Jennie Paterson says 
the idea has been approved by 
an advisory board of religious 
scholars back in Kuwait She 
reckons Barr Rosenberg - which 
specialises in clever maths - has . 
-enough mega-bytes on tap to 
mate snire the fund doesn't stray 


into forbidden stocks. 

You don’t have to be Islamic 
to join the club but you've 
certainly got to be rich. There’s 
a Tninfmiim investment of 
$100,000. 


Credit due 

■ Robin Moor o-Da vies has 
never been afraid to venture an 
opinion. Which is just as well 
considering that IBCA, the credit 
rating agency he's run for 20 
years, makes its money opining 
on the credit-worthiness of 
banks, companies and even 
governments. 

• The merger between tbe 
Londonbatod outfit and Fitch, 
its larger US rival, is a quantum 
leap tor IBCA and its managing 
director. When it started in the 
late 1970s, IBCA was a 
department within securities 
housa Fox-Pi tt K el ton. 

Nowadays, it’s just about the 
only .(tafienger to the might of 
ihe US ratings agencies led by 
Moody's and Standard & Poor’s: 
merging with Fitch pushes it 
into the big league. 

Even after tbe merger. Fitch 
IBCA will be only one-third the 
size of the two American, giants. 
But, true to form, Monro-Davies 
is .talking a good fight- "People 
keep asking bow weTe going to 
compete with $&p and Moody's, 
but the troth is Fve been up 
against them all my itis,” says 
the forthright ST-yeiaUr oW. “If 


we're half their size by the time I 
retire, Til be delighted." 


Say cheese 

■ Strange but true. The world's 
first vegetarian camera has 
arrived. Yes folks, the Ricoh 
RDC-300 is the first camera to 
bear the British Vegetarian 
Society's “V” symbol 
guaranteeing the product is 
entirely five from animal 
ing redien ts. 

It appears a lot of 
carrot-crunchers are unaware 
that gelatine - derived from 
animal banes - is used as a 
fixative In photographic film. 

But the clever little digital gismo 
from Ricoh enables pictures to 
be viewed and edited Instantly. 

haniahmgr the need fhr film A 

cock-a-hoop Vegetarian Society 
spokesman warbles: "Soon all 
veg et a ri ans will be ahle to take 
their holiday snaps with a dear 
conscience.” Not to mention an 
empty purse; the camera for 
beginners makes its UK debut at 
a price equivalent to $600. 


Spice not nice 

■ Another blow to Anglo-Indian 
relations - but this time it's the 
pop-tastic Spice Girls, rather 
than dignified Queen Elizabeth, 
at the eye of the storm. 

Hopes were high as Scary, 
Ginger, Posh. Baby and Sporty 


Spice jetted into Delhi tor the 
V-TV music video awards, the 
hottest ticket in town. Surely the 
girls could put some bounce 
back into bilateral relations - 
someth ing the recent tetchy 
royal tour failed to achieve. 

The omens were good as the 
Spices came on stage and 
performed two “live” numbers in 
front of an enthusiastic 
18.000-strong crowd. Tbe group 
scooped two video awards 
themselves. Trouble was the 
girls weren’t around to collect 
their trophies - they’d been 
whisked straight off to the 
airport. A chorus of I8jO0O boos 
ensued. A Spice Girl 
“representative” did stay to pick 
up the first gang but there was 
no one to receive tbe second, 
presented by Indian cricket hero 
Kapil Dev. “Til give it to the first 
beautiful woman I see,” he 
declared, walking off with tbe 
trophy under his aim 


Double cross 

■ The latest jargon from the 
Californian world of hot tube 
and hotter deals Is 
“oo-opetition". It refers, 
apparently, to tbe state of affaire 
when rate part of a company 
sues a rival while another 
department coincidentally signs . 
a collaborative deal with the* ' 
same competitor. Particularly 
popular in the Cast-moving and 
litigious biotech Industry. 




system will throw at us,” said 
Paul Symons of Crest. 

Others are less sure. Doug 
Atkin, chief executive of Instinet 
International, the automated bro- 
kerage owned by the Reuter 
media group, warns that London 
has missed a trick by not setting 
up a central counterparty for set- 
tlements. 

“In any other market in the 
world 1 can do 1,000 trades but at 
the end of the day I make one 
settlement per stock with the 
central clearing house. If I do 
1,000 bargains in Glaxo on Mon- 
day. 1 have to settle 1,000 bar- 
gains, and at £2 or £4 a time that 
is expensive,” he said. 

The greatest uncertainty of all 
however, is whether investors 
will use the electronic order book 
at alL Most of the big brokers 
plan to give the new system a 
rousing send-off today by placing 
plenty of orders, but over the 
medium term, the order book will 
only work if it offers the most 
liquid market for investors. 

The Oliver, Wyman study indi- 
cates that most markets that 
have adopted similar trading 
systems see between 75 per cent 
and 90 per cent of trading going 
through the electronic order 
book, with the rest handled by 
traders using their own capital, 
in the same way as London's tra- 
ditional marketmakers. 

A recent survey of brokers and 
fund managers indicated that 
less than half of all trading is 
expected to go through the order 
book. But many traders believe 
that even if the market starts 
slowly, it will gradually catch on. 

“If it's 50:50 on day one, that 
would be a huge success," Mr 
Atkin said. 

The opening of the London 
Stock Exchange s new trading sys- 
tem will be shown on Financial 
Times Television at 8 . 20 am. 


100 years ago 

Spain And Cuba 
Senator Davis, Chairman of 
the Foreign Relations 
Committee of the United 
States Senate, has written to 
a friend in Paris to the effect 
that he has serious doubts, in 
view of tbe recent successes 
achieved by the Cuban 
insurgents, whether they will 
now accept autonomy. The 
Senator adds, however, that if 
Spain really means to give the 
island an equitable and just 
government the United States 
will unquestionably exert all 
Its influence over the Cubans 
to secure its acceptance. 

50 years ago 

Chinese Strike In Malaya 
Armed police and riot squads 
will be standing by 
throughout Malaya to-morrow 
in case clashes between 
Chinese and Malays or 
between opposing political 
parties result from the hartal 
(general strike and cessation 
of business) called by the 
Chinese chambers of 
commerce and extreme Left 
wing parties in protest 
against the latest 
constitutional proposals for 
Malaya. It was feared in 
Singapore that the Chinese 
decision to copy the Indian ' 
practice of a hartal might 
inflame antCbinese feeling 
among tbe Malays, who in 
general are satisfied with the 
proposals. 
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German group to revive Maybach luxury brand 


Mercedes limousine to 


challenge Rolls-Royce 


Brussels 
may outlaw 
sheep and 
veal brains 


By Haig Simortan in Tokyo 


Rolls-Royce Motors, the British 
carmaker, Js about to face Us 
first direct challenge from 
Mercedes-Benz in the luxury 
motoring market 

The German company is 
expected to unveil at this 
week's Tokyo motor show a 
“concept” car that will be the 
basis of a luxury lrmranrirm 
The vehicle win be badged as a 
Maybach, reviving a disused 
luxury brand held far years by 
Mercedes-Benz. 

The car will be shown on the 
first press day of the Tokyo 
show on Wednesday. Details 
will be released today. The 
vehicle will be bigger and 
more powerful than any previ- 
ous Mercedes-Benz and is 
expected to use a larger ver- 
sion of the 12-cylinder enginp 
that powers Mercedes-Benz’s 
flagship S600 model 

Although described as a 
“concept” car, it is expected to 
go into production. Manufac- 
turers often use lightly dis- 
guised concept cars at motor 
shows to gauge public reac- 
tions to forthcoming models. 

The Maybach represents 
a serious challenge to 
Rolls-Royce Motors. It would 
slot Into Mercedes-Benz's 
range above the most expen- 
sive S600, which costs about 



By Michael Smith in Brussels 
and Andrew Jack in Paris 


Past luxury: A 1931 Maybach Zeppelin D57, whose name 
Mercedes-Benz wifi revive to challenge the top of the market r» 


£100,000, and compete with the 
British maker’s Rolls-Royce 
and Bentley models, which 
start at about £125.000. 

Rolls-Royce Motors, owned 
by Vickers industrial group, 
has returned to profitability 
after the boom and bust of the 
early 1990s. 

The experience has forced 
the company to lower its cost 
base and modernise produc- 
tion techniques, with the 
installation of the first moving 
assembly line at its works in 
Crewe, 'En gland . 

Such steps have significantly 
lowered Rolls-Royce Motors’ 
break-even point This month, 
the company announced a 9 
per cent rise in unit sales in 


the first ninp m onths of this 
year to L396 cars. 

The move by Mercedes-Benz 
is a iw an indirect challenge to 
BMW, the German executive 
cars group, which co-operates 
closely with Rolls-Royce 
Motors. BMW previously 
pipped Mercedes-Benz to sup- 
ply engines and electronics to 
the new Rolls-Royce and Bent- 
ley models due before the end 
of the century. 

Rolls-Royce Motors’ prefer- 
ence for BMW, which will 
deliver V8 and V12 en gines to 
the new Bentley and 
Rolls-Royce models, was ill-re- 
ceived by Mercedes-Benz and 
may have triggered the deci- 
sion to revive Maybach. 


Thailand’s crisis forces 


finance minis ter to quit 


By Ted Bardacke in Bangkok 


Thanong Bidaya, Thailand's 
finan ce minis ter, said yester- 
day that he would step down 
because he lacked the power 
and seniority to implement the 
tough reforms needed to solve 
Thailand's economic and 
financial crisis. 

Financial analysts said that 
Mr Thanong’s statements were 
likely to put the Thai markets 
under heavy pressure. Last 
week its currency, the- baht, 
closed offshore at its lowest 
level, Bt37.30 to the US 
dollar. 

Leaders of the country's six- 
party coalition asked prime 
minister Chavalit Yongchai- 
yudh to remake his entire 48- 
member cabinet 

Former premier Gen Chatl- 
chai Choonbavan, leader of the 
coalition's second largest 


party, the Chart Pattana party, 
has been given the mandate to 
select ministers for the new 
cabinet’s economic portfolios. 

Giving the freedom to engi- 
neer a cabinet reshuffle to the 
prime minister and Chart Pat- 
tana effectively amounted to a 
resignation by the entire cabi- 
net, said deputy prime minis- 
ter Kom Dabaransi 

The only reason the cabinet 
did not formally resign was so 
it could formally endorse the 
emergency decrees tomorrow, 
he said. 

“We are very concerned 
about resolving the suspended 
finance companies and we 
wanted a clean slate in the 
cabinet" said Mr Ecm, who is 
also Chart Pattana deputy 
leader. 

He thought a new cabinet 
list would be ready by Thurs- 
day or Friday. 


Thailand’s troubles are part 
of a wider south-east Asian cri- 
sis that haw seen national cur- 
rencies and stock markets in 
Indonesia. Malaysia and the 
Philippines tumble since the 
summer 

Mr Thanong, who led Thai- 
land’s negotiations with the 
International Monetary Fund 
for a $172bn rescue, said he 
was stepping down largely 
because of difficulties he fore- 
saw in liquidating failed com- 
panies and in bringing Thai 
t-onwieraiai hanks up to Inter- 
national standards. 

His decision to quit after 
only four months in office 
capped a tumultuous week in 
economic policy-making. 

On Tuesday, officials 
announced the outlines of 
emergency decrees needed for 
a comprehensive overhaul of 
the country’s financial system. 


Brains of veal calves and 
sheep, favourite delicacies of 
Jacques Chirac, the French 
president, could soon be 
removed from the tables and 
restaurants of Europe. 

The European Commission 
has already decreed that the 
cerebral matter of sheep, cows 
and goats over a year of age 
will be banned from the food 
chain from January 1. Now 
European Union veterinary 
experts are investigating 
whether the ban should be 
extended to younger animals. 

They are under pressure to 
recommend a ti ghtening of the 
rules as there is evidence that 
the BSE “mad cow” disease, 
Hni«»d to an equivalent human 
disease, can be passed from 
cow to calf. 

A tougher ban would be 
strongly opposed in countries 
such as France, Greece and 
Spain, where brains are 
served in leading restaurants. 
Mr Chirac’s favourite meal is 
t&te de veau, car veal's head. 

If the ban were extended, it 
would include the eyes of cows 
and sheep under a year old. 
The ban on brains and eyes of 
animate more than a year old 
was part of a controversial 
package of measures agreed in 
July by the Commission. 

Other “specified risk mate- 
rial” (SRMs) which will have 
to be removed from carcasses 
and destroyed from January 1 
include skulls, tonsils and spi- 
nal cords, the parts of the ani- 
mals thought most likely to be 
c arriers of BSE and Its equiva- 
lent in sheep and goats. 

The ban has caused severe 
trade friction with the US, 
which exports billions of dol- 
lars worth of products con- 
taining cattle derivatives and 
says its meat renderers are 
unable to separate the SRMs 
from the rest of the carcass. 

Veterinary experts in the 
EU’s “multi-disciplinary com- 
mittee” were told in a report 
from one scientist last week 
that because of the risk of 
maternal transmission of BSE 
“it can not be excluded that 
parts of an anim a l are infec- 
tive as from birth”. 

The report also noted it was 
difficult to recognise the dif- 
ferent ages of animals in 
slaughter houses after they 
had been killed. 

The committee called for 
farther evidence and is expec- 
ted to make a recommenda- 
tion far or against an exten- 
sion of the ban next month. 


Investors set for wave of European privatisation share issues 


Continued from Page 1 


will receive one free share for 
every 10 held If they keep 
them for at least a year. 

The final price of the retail 
offer will be announced on Sat- 
urday. It will be based on the 


lowest of the maxim am price 
set an Saturday, the shares 
closing price on Friday Octo- 
ber 24 plus a 3 per cent dis- 
count (4 per cent for Italian 
Telecom employees), or the 
average price of the offer for 
institutional investors. 


The swift resolution of the 
Italian government crisis this 
month has also lifted a poten- 
tial cloud over the sala 
The robust reaction of Ital- 
ian financial markets and the 
lira have further encouraged 
the government over the sales. 


Once the privatisation is 
completed. Telecom Italia will 
have the second-largest capi- 
talisation on the Milan Bourse 
after the Eni oil group in 
which the government has so 
far sold three separate 
tranches of shares. 


FT WEATHER GUIDE 


Europe today 


Scandinavia will be cold with snow 
showers. The Low Countries, 
Germany, Austria and Switzerland 
will be dry with sunny spells, but 
southern Germany win have early 
log In places. 

Eastern France win start dry but 
rain in the west will spread to all 
parts later. The rain will turn heavy 
in the west during the afternoon, 
with the risk of thunder. Portugal 
and most of Spain will be cloudy 
with rain. 

Italy, Greece and the Balkans will 
be dry with sunny spells. Remaining 
parts of eastern Europe will be 
cloudy with rain. Cyprus and Turkey 
will have heavy showers. 


m 




Five-day forecast 

Most places in Europe will have rain 
over the coming week. Scandinavia 
will remain cold with further snow. 
Eastern Europe will become colder 
with spells of rain, turning to snow 
later in parts of the north. 

Western Europe wffl also become 
cooler with spete of rain that wffl 
extend into the Mediterranean. 
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TODAY’S TSMPERATIRUSS 


Situation at midday. Tampermros maximum for day. Forecasts by PA WeattmrCmtrB 


Maximum 


Abu Dhabi Sun 33 91 
Accra Thunder 30 B8 

Algiers Fafer ?5 
AfTHfdam Cloudy 12 54 
Athens CtoudylBBI 

Atlanta Sun 24 75 
0. Aires Fair 20 68 
B.ham Cloudy 14 57 
Bangkok Thunder 35 95 
Barcelona Fair 25 77 


Baling 

Belfast 

Belgrade 

Bfftta 

Bermuda 

Bogota 

Bombay 

Brussels 


C.hagen 

Cairo 

Caracas 


Fair : 

Cloudy 

Fa* 

Cloudy 
Thunder: 
Thunder! 
Thunder: 
Cloudy 
Sun ' 
Fair 
Feir: 
Fair I 


Cardiff Rah 

Casablanca Fair: 
Chicago Fair 
Cologne Drizzle 
Dakar Fair : 

Dallas Shower: 
Delhi Fair I 

Dubai Sun ! 

Dubfln Roil ' 
Dubrovnik Sim 
Edinburgh Cloudy 
Ffero Rail : 


Frankfurt Cloudy 15 50 
Geneva Cloudy 16 61 
Gibraltar Sun 24 75 
Glasgow Fair 10 50 
Hamburg Fair 10 50 
Helsinki Cloudy 5 41 
Hong KongThundef29 B4 
Honolulu Fair 30 96 
Istanbul Raki 16 59 
Jakarta Fair 33 91 
Jersey Rain 18 64 
Johannesburg Fair 19 66 


Sun 34 93 
Fair 35 95 


Constant improvement of our service. 
That's our commitment. 


L Angeles Sun 23 73 
Las Palmaa Fair 29 84 


Lufthansa 


Fair 23 73 
Rain 22 72 
Ramie ei 


LuxJxxrg Cloudy 15 59 
Lyon Cloudy 22 72 
Madeira Thunder 25 77 


Madrid Rain : 
Majorca Fair : 
Malta Fair: 

Manchester Cloudy 
ManSa Thunder : 
Mefioume Shower 
Mexico City Far ! 
Miami Fafr I 
Mian Fair 

Montreal Fair 
Moscow Drizzle 
Munich Cloudy 
Nairobi Thunder: 
Naples Fair ! 
Nassau Thunder ! 
New York Fair 
MM Shower: 
Mcosia Shower: 
Oslo Fair 

Paris Cloudy 
Perth F«r: 

Prague Cloudy 


Rangoon Thunder 33 01 
Reykjavik Cloudy 643 
Rio Rain 23 73 

Rome Fair 20 88 

S. Frsco Sun 10 88 
Seoul Fair 20 68 

SingaporeThunder 33 01 
Stockholm Fair 5 41 
Strasbourg Cloudy 18 61 
Sydney Shower 17 63 
Tangier Cloudy 28 79 
Tel Aviv Fs*24 75 


Fair 22 72 
Rabi 13 55 


Vancouver Sun 13 55 


Fair 16 64 
Fair 14 57 


Warsaw DrtzzJe 10 50 
Washington Fair 19 68 
Wellington Cloudy 13 55 
Winnipeg Snow 236 
Zurich Cloudy 14 57 
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Tangled web 


Those who live by the spin-doctors 
die by them too. That Is the painful 
lesson which Tony Blair and Gar 
don Brown are set to learn. It may 
be, of course, that government pol- 
icy on joining monetary onion is no 
different from three weeks ago 
when markets responded euphori- 
cally to reports that It would take a 
more positive stance. 

But. in the current pea-soup 
environment. It is farpnaaihte to ten 
And so long as uncertainty prevails, 
Investors will rightly penalise a 
government that either does not 
know what it believes, or is happy 
to allow spin-doctoring to 
masquerade as a substitute for pol- 
icy. 

As far as there is any clarity, it 
looks much less likely that Britain 
will join Emn before 2002, if then. 
But given that an earlier joining 
date bad been fokmi as an excuse 
for an exuberant rally, some degree 
of retreat is clearly appropriate. 
Gilts look most vulnerable, with the 
spread over bunds having narrowed 
from 120 basis points to S3. That 
gap win widen again. Equities, in 
turn, are left looking more expen- 
sive, although their future lies more 
in the hands of Wafl Street As for 
sterling, it has regained all its ear- 
lier losses anyway, so there is no 
reason for a sharp rally. 

just what constitutes an appro- 
priate level of prices wfll have to 
await clarification of government 
policy. Meanwhile, it is as well to 
remember that, far all the muddy 
waters, this government is much 
more positive about Europe than its 
predecessor. The timetable for con- 
vergence with Europe may be in 
doubt - the principle, for now. is 
not 


London Stock Exchange 


Share traded pft 
160 
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London Stock 
Exchange 


London's new electronic trading 
system (Sets) for equities looks like 
enjoying a fiery baptism today. The 
10th anniversary of the 1987 crash 
still has nerves jan g lin g , and the 
government has aggravated matters 
by dropping the ball badly over 
European monetary union. It would 
be a shame, though, if volatile mar- 
kets were to overwhelm, and thus 
discredit the fledgling system. 

True, at the level of technology, it 
simply brings London into line with 
other leading exchanges. But the 
impact of shifting from a quote- 
driven to an order-driven market 
promises to be more fundamental. 

The most important difference is 


in price formation. Under the quote- 
driven system, this resides with 
market-makers who are intermedi- 
aries between buyers and sellers. 
They quote wide spreads, to allow a 
return on their risk capital This 
system obscures the real price at 
which bargains are struck, and 
favours insiders over the unini- 
tiated. 

Under the order-driven, system, 
price formation shifts to the end- 
investors. Not only is it more trans- 
parent - prices are on the screen - 
but it should make trading cheaper 
by shrinking spreads: this is 
because bargains will reflect actual 
supply and demand conditions. 
There will be no need, to price in the 
risk which market-makers cur- 
rently hold. 

Cheaper, more transparent trad- 
ing conditions are good news for 
the Tx »"dnn mar ket. It will increase 
participation by those who previ- 
ously kept their distance, such as 
US institutional Investors, and 
quantitative and derivative style 
traders who require the greater 
automation which Sets prov ides. 
Rising volumes should In turn 
allow prices to fall, creating a virtu- 
ous spiral of liquidity. 

One wrinkle is that this could 
come at the price of the immediacy 
that market-makers have tradition- 
ally provided for cherts transacting 
large deals. They will still be there 
to perform the role, but not obliged 
to. Investors, therefore, will have to 
be much cannier in doing their 
trades. They will have to choose 
between relying on market-makers, 
and using Sets. Those who choose 
wisely should be able to steal a per- 
formance march an competitors. As 
a result, success as a fund manager 
will reflect more than simple stock- 
picking prowess, important t h ou gh 
that will remain. 

Market-makers will clearly lose 


profitable small-order business to 
jgo fg There will, of course*, be the 
compensation of increased volumes. 
But tbs only other ways to respond 
are by cutting costs, as many, have 
already done, and by pricing risk 
better. Under the quote-driven sys- 
tem, there was eross-anbsifl ta a tton 
between profitable and unprofitable 
business. In future, investors may 
sometimes have to pay mare .to 
transact large trades. 

U ltimately , Sets faces two aucifl 
tre fo First, it must be shown" to 
work. Then it must became a credi- 
ble arena for setting prices. By the . 
standards of other • order-drbteh . 
exchanges, this requires t ransactin g 
some SO per emit, by value, of dSsfe 
transactions. All the evidence' fe 
that this will be a question of whop; 
rather than if. 


BAT '*"???■ 

However debatable the merits of 
BAT Industries’ deal with Zurich, 
the British company's share price Isi 
curiously depressed. For a start, . the 
resulting demerger means BAT: can. 
sensibly be valued in parts. Begin, 
with BAT’S market capitalisation of 
£l&lbn. At Zurich’s current share 
price; the BAT share of the merged 
insurance business Is worth SBUSba., 
Subtract that, as well as £2&m. for. 
various associates in which BAT 
has stakes - these can mostly be 
valued at market prices - and the 
tobacco business is being im p lici t ly 
valued at £5-4hn. After making, a 
deduction for a first stab at the 
costs of the settlement currently 
being debated in the US, this 
amounts to maybe 7-8 times’ pro- 
spective earnings, and an enterprise 
value of 5-6 times prospective earn- 
ings before interest, tax and depre- 
ciation. ' 

Such figures look cheap by any 
standard. This is, remember, a busi- 
ness with considerable growth 
potential in the developing world. 
And although the litigation rides 
are obvious, this cannot explain 
why the shares also look good value 
when compared to the multiples 
implicit in valuations of the US 
international tobacco stocks. 

Part of the explanation is befad- 
cflement at a complex cocktail of 
tobacco litigation risks and a Byz- 
antine all-share insurance merger. 
And, partly, there is understandable 
concern that Zurich’s share price, 
after ite initial spurt, has since been 
sliding. But investors should not let 
this distract them too much; con- 
sider the frill picture and the shares 
look an attractive bet. 
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Mitsui Mining and Smelting Company, Limited 


¥15,000,000,000 


0.25 per cent. Convertible Bands due 20Q1 


CO a v ert ible in to shares of comm o n stock of 


Mitsui Mining and Smelting Company, Limit s 


Issue Prices 100 per cent. 
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PRINTERS 
FAX MACHINES 


INSIDE 


Fiscal package 
may support yen 


Kvaerner in US shipyard move 


;ppn«r;. 

Agatosttheyan 

.goV- - ■ — ; — ^~ 



OoC 


Sfljw 


Japan's ruling Liberal 
Democratic party today 
presents a fiscal stimu- 
lus package aimed at 
reviving the economy. 
T&e currency stands at 
about Y120 to the dollar 
and trade tensions 
between the US and 
Japan have buoyed the 
yen. If these tensions 
continue, and immi- 
nent trade figures show 
that Japan's surplus continues to grow, the yen 
should retain its support. Currencies, Page 25 

GLOBAL INVESTOR 

Emu and the .banking system 

Currency and short-term rate differentials 
among 11 European countries are due to vanish 
in 430 days. A less obvious result of Emu could 
be a vast liquid capital market - challenging the 
present system. Page 24; Lex, Page 18 

MARKETS - 
New York 

Federal Reserve chairman Alan Greenspan's 
caution over the economy may have kno cked 
the confidence out of US markets. They seem to 
have accepted that simultaneous strong growth 
and low inflation cannot last for ever. Page 25 

London 

The new order-driven trading system be will on 
the minds of finance professionals today. The 
superstitious will worry that the 1987 crash was 

10 years ago yesterday. Page 25; Lex, Page 18 

Frankfurt 

The market is likely to take its cue from Wall 
Street this week, having failed to shake off the 
sluggishness that followed its steep rise up to 
the summer. Investors are still digesting the 
implications of the recent rate rise. Page 25 

INTERNATIONAL BONDS 

BoE argues for Junk bond market 

With the collapse of the US junk bond market in 
the early 1990s, it is perhaps surprising that the 
Bank of England wants to see one develop in 
the UK. But a BoE report last week argued that 
a high-yield market would usefully broaden fin- 
ancing options for European companies. Page 26 

COMMODITIES 

011 traders eye Iraq 

Traders wfil be watching for news from the Mid- 
dle East this week. The price of crude oil rose in 
New York and London has risen on fears that a 
UN- Iraq sanctions row may hit supplies. Page 25 

EMERGING MARKETS 
Russia's momentum keeps up 

Eastern Europe, though it has become more vol 
atile, is still an exciting place for equity inves- 
tors, and Russia, by far the biggest market in 
the region, continues to move upwards. Page 26 

INTERNATIONAL EQUITIES 
France Telecom under the spotlight 

Today is a watershed in French capital markets, 
as France Telecom makes its debut on the Paris 
and New York stock exchanges after the coun- 
try’s most successful privatisation. Page 24 

ICB wards off Frontline 

IGB Shipping, the Swedish tanker operator 
fighting a SKr3.22bn (£422m) bid from Frontline 
of Bermuda, said it had seen ofT its rival by win- 
ning shareholder approval for a 5309m merger 
with Astro Tankers of Greece. Page 22 

FT GUIDE TO THE WEEK 
- full listings Page 36 

EU BUDGET 
British MEPs will lead 
efforts to secure access 
for UK chocolate to the 
continental market 
without any brand 
name changes when 
the European 
Parliament meets today 
for a first reading of 

the ELTs draft EcudObn ($100. 44b n) budget. 

BOARD BATTLES 

The Russians, the Olympiad champions, are 
top-seeded at the 1 0-nation world chess team 
championship that begins in Lucerne on Friday, 
with Ukraine and the US leading contenders. 
JAPANESE RESULTS 
Trading Japanese securities companies will 
announce interim business results for the 
March-September first half of their business 
year on Thursday. 


By Tim Burt in Stockholm 

Kvaerner. the Anglo- 
Norwegian engineering and 
shipbuilding group, is close to 
signing a deal to take over and 
run one of the largest dock- 
yards in the US. creating up to 
6.000 new jobs in the country’s 
recession-hit commercial ship- 
building industry. 

The company, which already 
operates yards in Finland. 
Norway. Germany and Britain, 
is in talks with the state of 
Pennsylvania to convert the 
Philadelphia Naval Shipyard 
into a facility building 
commercial tankers. 

Tom Kid go. the governor of 
Pennsylvania, has persuaded 
the state legislature to offer 


6,000 jobs to be created in conversion of 
Philadelphia naval facility to build tankers 


$l&!m of aid to Kvaerner as 
part of an incentive package to 
reopen tbe shipyard, which 
boasts the two largest dry 
docks on the eastern seaboard 
of the US. 

A spokesman for the gov- 
ernor said: ’’We can confirm 
we are in discussions with 
Kvaerner. involving a signifi- 
cant investment that could 
reinvigorafe the US shipbuild- 
ing industry." 

Kvaerner declined to com- 
ment on the deal at the week- 
end. Nevertheless, Governor 
Ridge is expected shortly to 


011*01 Erik Tonseth. Kvaemer's 
chief executive, to finalise the 
agreement. 

Industry analysis estimate 
that up to $7lK>ra would need to 
be invested to refurbish the 
shipyard, where some 1.000 
workers would bi.» employed 
directly by Kvaerner and a fur- 
ther 5. (<*1 m support facilities 

If agreed, tbe Philadelphia 
shipyard deal would represent 
Kvaemer's first large invest- 
ment in shipbuilding in the 
US. where it could be offered 
loan guarantees from the coun- 
try's manuaie administration. 


The US yard, which has been 
mothballed for several years, 
would augment Kvaemer's 
shipbuilding activities in 
Rostock. Germany, where it 
already produces liquefied-gas 
tankers. 

initially, the company is 
expected to build three con- 
tainer ship* in Philadelphia 
before seeking government 
approval to build larger tank- 
ers at the site. 

While refusing to discuss the 
Philadelphia deal, Kvaerner 
confirmed that the group was 
seeking to increase its output 


of container and freight v 
sels. 

The intake of orders at tbe 
company’s yards has increased 
sharply in recent years, partic- 
ularly at its Masa cruise ship- 
yard in Helsinki. 

Only Go van in Scotland has 
been affected by a lack of 
orders and remains under 
threat of closure in. the long 
term. 

Profits from shipbuilding 
reached NKr525m (ST-Jrai in 
the first half of this year, 
underpinning Kvaemer’s pre- 
tax total of NKiS40m and off- 
setting continued losses in the 
construction division inherited 
from last year's £904 m 
iS1.46bn) acquisition of Trafal- 
gar House of the UK. 
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Redland’s Rudolph Agnew: received calls ‘expressing general interest in the group’ oAn^Mi) 


Redland considers offers 
after $2.7bn hostile bid 


By Andrew Taytor 
In London 

Redland. the UK roor tile and 
aggregates group, has received 
a number of approaches from 
rivals interested in buying all 
or part of tbe company. 
Rudolph Agnew, the compa- 
ny’s chairman, said last night. 

The contacts followed last 
week's £l.67bn ($2.7bnj hostile 
bid for the whole com- 
pany from Lafarge, tbe 
French building materials 
group. 

Redland rejected Lafarge’s 
offer as “opportunistic and 
inadequate" and said It was 
considering alternatives that 
would release value for Red- 
land shareholders. 

Mr Agnew said: “There are a 
number of ways we could 
achieve this - from floating 
part of the business to trade 
sales or by achieving a higher 
price for the whole business 
either from Lafarge or another 
bidder. An independent Red- 


land remains a realistic option. 

“We have had a number of 
phone calls expressing general 
interest in the group, but there 
is nothing firm at this stage, 
which is what you would 
expect. But we have to decide 
which is the best way to get 
the value of the assets 
reflected in the Redland share 
price.” 

Companies thought to be 
interested in purchasing all or 
part of Redland include 
Mi nor co. the Luxembourg- 
based subsidiary of the 
Anglo-American De Beers 
group of South Africa. Minorca 
lost year paid £330m to buy 
Tilcon Holdings, the UK aggre- 
gates arm of BTR, the former 
industrial conglomerate. 

Other names that have been 
linked with Redland include: 
Pioneer, the Australian build- 
ing materials group, which 
already has aggregates inter- 
ests in the UK; Hanson, the 
building materials rump of the 
former conglomerate; and 


CRH, the Irish building materi- 
als group. 

An offer by RMC and 
Tarmac, given the size of their 
UK aggregates interests, could 
raise competition issues. 

Redland has appointed Laz- 
ar d, Cazenove. J.P. Morgan 
and ABN Amro to prepare pro- 
posals to counter the Lafarge 
offer, including a possible 
break-up of the group. 

One solution would be to 
find a purchaser for Redland’s 
56.5 per cent stake in KBB. 
Europe's biggest roof tile pro- 
ducer in which there is a large 
German minority sharehold- 
ing. German laws protecting 
minority shareholders mean 
that any purchaser of RBB 
would need to win the support 
of the Braas family, which con- 
trols about 31 per cent of the 
shares. 

Mr Agnew described the 
Lafarge offer document, pub- 
lished on Saturday, detailing 
its 32Qp a share offer as 
“underwhelming". 


Turkish court halts Eurogold 
mining venture after protests 


By John Barham in Ankara 

A Turkish court has ordered 
the country’s first gold mine to 
halt operations just before it 
was due to begin production. A 
court in the western city of 
Izmir cancelled the operating 
licence of Eurogold, a French- 
Australian-Canadian joint ven- 
ture. just as it was about to 
start production, eight years 
after the company was set up. 

Local villagers, supported by 
politicians and environmental- 
ists have battled for years to 
close the mine down, arguing 
that it would pollute surround- 
ing farmland and hurt the 
region’s tourist industry. The 
mine lies 7 miles from the 
ancient Greek city of Per- 
gamon, now known as Ber- 
gama. 

Although Eurogold com- 
pleted an arduous approvals 
process in 1994 and indepen- 
dent mining specialists con- 
firm that its cyanide leaching 
method to separate gold, a pro- 


cess used around the world, 
was completely safe, it failed 
to win over public opinion sus- 
picious of foreigners and big 
business. 

Villagers occupied the open 
pit mine, held unofficial local 
referendums condemning the 
project and in September a 
bomb exploded harmlessly out- 
side Eurogold’s offices. Jack 
Testard. Eurogold's general 
manager, offered to run the 
mine for two months under 
the supervision of scientists to 
ease the villagers’ fears. 

However, the court stated 
that the cyanide-leaching 
method was "not in line with 
public benefit". It decided 
unanimously "to cancel the 
process subject to this case". 

Mr Testard said he had 
received no official confirma- 
tion of the ruling. It is still not 
clear whether the ruling was 
final. About 700 villagers 
brought tbe case against the 
environment ministry’s 
approval for the project 


Eurogold is a $46m joint ven- 
ture between Canada’s Inmet 
Mining and La Source, partly 
owned by the privatised 
French geological survey and 
Australia’s Normandy Mining. 
Eurogold planned to produce 
about 3 tonnes of gold and 3 
tonnes of silver a year. The 
mine has estimated reserves of 
1.38m tonnes at n.7g per tonne 
with an identified mineral 
resource of 2.98m tonnes at 9g 
per tonne, totalling 860,000 
ounces. 

Turkey has not produced 
any gold in recent history, but 
is believed to have a number 
of promising sites. Other for- 
eign investors are believed to 
have been monitoring the 
Eurogold case before deciding 
whether to set up projects in 
Turkey. Analysts believe if 
Eurogold bad received a posi- 
tive ruling. Turkey could have 
had five gold mines producing 
between 12 tonnes and 15 
tonnes a year between them 
within five years. 
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Changes at the 
top for AT&T 
and Coca-Cola 


By Richard Tomkins and 
Richard Waters in New York 

Coca-Cola and AT&T, two of 
the biggest companies in the 
US. were both preparing yes- 
terday for changes at the top 
following the death of Coca- 
Cola’s chairman and chief 
executive and a decision on a 
successor for AT&T’s. 

Roberto Coizueta, the highly 
regarded head of Coca-Cola, 
died in hospital on Saturday 
from complications arising 
from the treatment he was 
undergoing for lung cancer. 

Coca-Cola has made no 
announcements about a suc- 
cessor. but its directors are 
expected to choose Doug 
lvester, tbe 50-year-old chief 
operating officer, who has 
earned much of the credit for 
Coca-Cola’s rapid growth. 

Tbe board is due to meet at 
tbe end of this week after Mr 
Goizueta’s funeral in Atlanta. 
AH Coca-Cola offices world- 
wide will be closed for the 
funeral tomorrow. 

Meanwhile. AT&T is today 
expected to announce that it 
has chosen Michael Arm- 
strong. the chairman and chief 
executive of Hughes Electron- 
ics. to succeed Robert Allen as 
chairman and chief executive. 

If confirmed, the appoint- 
ment would bring Mr Arm- 
strong into AT&T at a time 
when the company faces the 
risk of being sidelined by the 
bid battle between GTE and 
WorldCom for MCI. AT&T's 
biggest rival. 

AT&T's share of the US 


long-distance market has 
slipped recently, along with its 
earnings, and discussions 
about a merger with SBC Com- 
munications were called off 
earlier this year after criticism 
from regulators. 

The telecommunications 
company anointed another 
outsider. John Walter, as Mr 
Allen's likely successor L2 
months ago. But Mr Walter, a 
printing company executive, 
left three months ago after 
AT&T's board refused to con- 
firm him as Mr Allen's heir 
apparent. 

Mr Armstrong was seen as a 
candidate early in the search 
for a successor to Mr Allen, 
having been in the running 
last year as well. He has been 
pitched in recent months 
against John Zeglis, the most 
senior internal candidate for 
tbe Job. 

However, Mr Zeglis 's lack of 
operating experience - until 
he took over as chief operating 
officer from Mr Walter this 
summer, he bad never run a 
division of the company - has 
been seen as an obstacle, a fac- 
tor that has also caused con- 
cern on Wall Street 

Mr Armstrong is not expec- 
ted to be required to serve the 
apprenticeship faced by Mr 
Walter. Mr Allen made it clear 
when Mr Walter left that he 
would be prepared to stand 
aside at once if need be. a ges- 
ture that was thought likely to 
make it easier for the company 
to attract a successor. 

Obituary. Page 22 


Ernst & 
Young and 
KPMG set 
to confirm 
deal talks 


By Jim Kelly in London and 
Neil Buckley in Brussels 

KPMG and Ernst & Young are 
expected to announce, possibly 
today, that they are in formal 
talks to merge the firms and 
create the world’s largest pro- 
fessional services group with 
combined revenues of more 
than $16bn a year. 

Partners of the two global 
accounting and consultancy 
organisations were briefed 
over the weekend about tbe 
proposals, which follow last 
month's announcement that 
Coopers & Lybrand and Price 
Waterhouse are also commit- 
ted to securing a merger. 

The merger plans will have 
to be scrutinised by finan cial 
regulators, particularly in 
Brussels. Washington, and 
Tokyo, and will need the back- 
ing of the majority of partners 
in the firms involved in each 
of countries in which they 
operate. 

There is speculation that if 
the two mergers go ahead - 
turning the so-called Big Six 
into the Big Four - some 
national firms may not join 
the mergers or even choose to 
seek partners outside the two 
global deals envisaged by exec- 
utives in New York and Lon- 
don. 

Critics of the latest merger 
plan say that substantive talks 
between the two firms have 
been under way for about two 
weeks, suggesting they are a 
result of the Coopers & 
Lybrand and PW announce- 
ment and that their merger 
might be designed as a 
“spoiler". 

Attention will now focus on 
the details of the planned 
merger, its management struc- 
ture and on the intentions of 
the only two members of the 
Big Six at present not involved 
in merger talks - Andersen 
Worldwide and Deloitte 
Touche Tohmatsu. 

Execu lives at Arthur Ander- 
sen. the accounting and busi- 
ness advice arm of Andersen 
Worldwide, favour leaving the 
rest of the sector to consoli- 
date. 

European Commission offi- 
cials said the KPMG and Ernst 
& Young merger - like that of 
Coopers & Lybrand and PW - 
was certain to meet the turn- 
over thresholds required for 
Brussels to vet the case. 


When six is a crowd. Page 16 
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Die first bug to invade 

a computer was 

crushed 
to death 

in the jaws 

of a relay in 1945 


Bugs (atoeit of a somewhat different 
type) are still a part of computing today. 
No system is immune without special 
protection 

Morse has a history of designing and 
implemenbng resilient UNIX systems, if a 
critical application or server has a 
problem, business continues as normal 

Now, this technology is avaiaWe for 
systems based on Microsoft NT. 

Can to arrange a discussion with our 
Systems Resilience consulting team, or 
visit us at wvwjTKxsejco.uk 
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COMPANIES AND FINANCE 


Meyer to give details of Harcros deal 


NEWS DIGEST 


By Andrew Taylor and 
Andrew Edgediffe-Johraon 


Meyer International, the 
timber importer and build- 
ers' merchant, is expected to 
announce details this week 
of its planned £300m-plus 
(3486m) purchase of Harcros, 
the UK timber and bunding 
supplies business, owned by 
Harrisons & Crosfield. 

'Hie acquisition is expec- 
ted lobe funded by debt and 
a rights issue. It win 
Meyer, which already owns 


the Jewson chain, the larg- 
est builders’ merchant in the 
UK with a marfc pt share of 
about 20 per cent. 

The deal is the latest in a 
series of takeovers and con- 
solidation in the builders’ 
merchant sector which hag 
annual sales of £8bn. 

Other groups which had 
expressed an interest in pur- 
chasing Harcros included 
Wolseley, the world’s largest 
distributor of plumbing and 
heating equipment 
Wolseley, however, which 


tomorrow publishes annual 
figures for the year to' the 
end of July, pulled out of the 
bidding this autumn, being 
unwilling to top the Meyer 
offer. 

Meyer made pre-tax profits 
Of £45.4rn in' the 12 mnnfha to 
the end of March. Heavy 
costs, mainly associated 
with reorganising the Jew- 
son chain, had reduced the 
previous year's pre-tax 
figure from £37.6m to 
£l.im. 

The company had net cash 


of £8Jm at the end of March 
and is expected to take on 
more than £200m of bank 
debt for the Harcros pur- 
chase, with the remainder of 
the deal to be financed by a 
rights issue. 

Harrisons & Crosfield, 
which last week reported a 

rnnrtttinnal a grppmpnt to spT) 

its US builders’ merchant 
business for about 363m 
cash, may use this latest 
announcement to give 
details of a . strategic 
review by Jonathan Fry, 


its new chairman. 

' Having ann ounced the dis- 
posal of its US and UK build- 
ing materials operations, Mr 
Pry is expected to sell some 
or all of the group's food and 
agriculture business to con- 
centrate resources on 
expanding its speciality 
chemicals operations 
through acquisition. 

The BOCM Paul's pig 
farms business is expected to 
be sold for between £85m 
and £95m, possibly to George 
Paul, the former chairman. 


That would leave the 
Edward Baker petfoods busi- 
ness and Paul's Malt - 
which provides malt for 
beer - in the food and agri- 
culture division, which 
analysts also expect to be 
sold. 

The division had sales of 
£777m in 1996, compared 
with £622® for builders' mer- 
chants and £332m for speci- 
ality chemicals. 

Schroders is ad visi ng 
Harrisons on the restruct- 
uring. 


Insigma to buy 
Richard Ellis 


Richard Ellis Group, the UK 
agreed tonns for its sale to Insigma 


BAA reaffirms Final review of P&O/Stcna plan 
20% discount e.'ssks. 


By Charts Gresser 


BAA, the airports operator, 
will still offer European pas- 
sengers a discount of some 
20 per cent on alcohol and 
tobacco, even if duty and tax 
free shopping in Europe is 
abolished in July 1999. 

The company has lobbied 
hard against such a move, 
saying It will not raise more 
money for the Treasury, but 
will hit the profits of manu- 
facturers and retailers and 
cost hundreds of jobs. 

It could also mean a poten- 
tial profit loss to BAA of 
some £80m (3130m). although 
£55m of that could be clawed 
back by an increase in the 
landing charges that airlines 
pay BAA. 

At the moment, duty-free 
alcohol and tobacco can 
mean between 50 per cent 
and 60 per cent savings on 
UK high street prices. Shorn 
of that tax break, however. 
BAA reckons that volumes 
could collapse completely 
unless some discount is 
offered. 

Brian Collie, BAA's group 
retail director, said the 20 


per cent discount would 
probably be shouldered 
equally between BAA and Its 
suppliers, and has been 
factored Into the £80m hit 
which BAA expects to 
suffer. 

BAA reckons that pitching 
the discount at 20 per cent 
would probably be enough to 
allow it to keep up to 30 per 
cent of its current European 
duty-free volumes. 

Another plan which the 
company is examining is to 
reconfigure passenger flows 
in Heathrow’s Terminal L 

Some 6m domestic passen- 
gers flying to UK destina- 
tions, are currently segre- 
gated from the 6m 
international passengers, 
because they are not entitled 
to duty-free goods. If duty- 
free is abolished, however, 
those passengers would have 
the same rights to benefit 
from a BAA-subsidised dis- 
counts. 

By do ubling the number of 
passengers exposed to BAA's 
full retail offer of some 40 
shops, the company hopes to 
recoup some of the volume 
loss. 


Additional Interest Statement 


Disney Enterprises, Inc. 


(formerly The Walt Disney Company)* 
U.S. $400/100,000 

Senior Participating Notes Doe 1999 
EH Sendanmul Statement Dated: Octobcr 20, 1997 

for the period from March 1, 1997 to August 31, J997 (the “Period") 
n Annual P«»wn*w t 

P ursuant u> the icons of the above-referenced Notes, this Additional 
Interest (the "S tatement" ) is bang furnished to Holden of soch 

Notes of Disney Enterprises, Inc. (formerly The Whit Disney Company) (the 
-'Company”). »bhk mad in Ihk Krnierne nt have the meaning* 

ascribed to them in the Notes and the Fiscal Agency Agreement, daied as of 
October 1. 1992, between the Ccnnpany and Citibank, NA-, as Fiscal Agent, 
Principal Paying Agent, Transfer Agent and Registrar. The infarmaiou oon- 
tamed in this Statement is given for both the period covered by tins Statement 
(indicated by the box c he ck ed above) and far the period from October 20. 
1992, tin date of issuance of the Notes (the “Issue Date"), through the end of 
the Period covered by this Statement. 

If this is an Animal Statement, this . Stat e me n t is also ac companie d by a 
descriptive report tfiscwmg the activity and status or EBgibfe Hhns. Copies 
of soch descriptive report can be obtained by Holders of the Notes upon 
request to the Fiscal Agent at the fbDowiog address and telephone number 
Citibank, NA, 120 WhD Street, New York, New York 10043; Attention: 
Corporate Dost Depart m ent; tele p ho n e : (212) 412-6214. If this statement is 
an Aamni Statement, ills also accompanied by a Supplemental Audit Repeat 
of the Company's independent public accountants, in this Statement, refer- 
ences to "S' are to United States dttilaa. 
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IronWI 


2. Homos ol short uhjacto to «Mch any pottaiol Total Rawnuas has been eBocatat 
a. For lha Period k fi ni te 
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On Primary 8, 1896, Disney Enterprises, fee. (tonrariy known as The Writ Disney 
Company) (Ba ’Company*) acquirod Capital CBesfABC, tot fCapitol CBtofl. As a 
nmri ol too acqubBon, the Company was rammed Disney Ertarjafeas. Inc. and 
booms a nhoiy onrad subtidhiy ol a now taking company named' The Writ Disney 
Catvmf. Accordtogly; ha ebon-referenced Notes are securities d Disney 
Enterprises, Inc. 


From the team 
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3. Aggregate Negrito Goto <4 
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mww 
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HgHe Hm Rwenuss 
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515^01,649 5774,020,649 
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Merest Payment. 
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11. Pmisicnrilrtereri paid pa 51^00 

prinapd amort of Note* 


ff this statement Is an Annnal Statemeci. the Company to n nafated bdow 
Wbetbomy ddsuB by the Compaq in the pq feraanec and of te 

obUgatiomonder the Notea or the Hied Agaicy Agrecmont ha ocennedandfarB 

oonttening. 
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Karel van Miert, the 
European Union competition 
commissioner, has ordered a 
final review of all the 
options in the proposed 
merger of P&O and Stena 
Line's cross-Channel ferry 
operations. This will be 
taken as a signal that the 
tortuous year-long approval 
process is nearing a conclu- 
sion. 

Commission sources 
stressed yesterday that its 
position had not been finali- 
sed, and that all options 
remained on the table, ahead 
of a final decision from Mr 
van Miert 

Industry observers, how- 
ever, believe that the Com- 
mission team on the P&O/ 
Stena case is broadly satis- 
fied that it can deal with the 
competition issues by impos- 
ing certain conditions on the 
two companies. These will 
still need to be hammered 
out, however, to round the 
case off. 

The views of the case team 
do not amount to a formal 
position, and Mr van Miert 
may disagree with them. 

In June, the Commission 
expressed “serious doubts” 
about the proposed joint ven- 
ture. 

At the time, industry exec- 
utives were said to be confi- 
dent they could meet the 
Commission's concerns. It is 
believed these were primar- 
ily to do with, wanting the 
new venture to be genuinely 
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ex^geat about S730m has also 

gSmSnatioDaL The proposed ^Sl ^ 
how property services has become an increasingly global 

for the total price - 

mhctme of cash and equity “ • 

understood to be in excess of ^ ■ 

“The multinationals have a single global stratagytbr - 
their property.” said Andrew Huntley^atanaarf^ 
ard Ellis Group. "A big hole m our operations until now.^ 

S been the US". Richard Ellis has for mstan^a 

long-term instruction with AT&T m most markets except 
the US. The company also wants to be able to oojnyest 
alongside its clients. “We have not had the capital to do ; 
that," said Mr Huntley. , *> ' • J 

In the year to April 30 1997, the UK operation xnadepre- 
tax profits of about £2^m on sales of £35m- It isinthepre- 
cess -of merging with Donaldsons, a specialist inshawfeg , 
centre management, which will take turnover to mcj^.. 
tiian £5Qm. The international business had ^les of ategr 
£30m, according to Mr Huntley, with profits “roughly ffp-;-. 
portionate”. . • ■ . v 

The deal represents Insignia’s first sig nificant inclusion 
into Eurc?>e. The group, which through Edward S Gnnlon y 
has at least a 30 per cent share of New York's^ commercial , 
and residential real estate market, is likely to seek a dtral - 
listing in London in early 1998. Tnslgrri a is advised.by Leh- 
man Brothers. . KidhqrineCanqiimU 



BTR close to polymer sale 


Tnwsr Htanphnes 

Karel van Dfiert: will look at all options on the proposed cross-Channel ferry merger 


separate from P&O and 
Stena' s other operations, 
including Stena’s travel 
agencies in Germany. 

A number of other under- 
takings have been suggested 
to ease the passage of the 
merger. These include limit- 
ing berthing slots at Dover 
and Calais, the two Twain 
ports involved in the 
planned merger, and a possi- 
ble cap on Channel fores. 

The proposed merger 
would combine P&O and 
Stena's operations on the 
Channel into a single 


fleet of 14 ships. 

Once the Commission 
reaches a conclusion, it is 
likely to debate this with the 
UK competition authorities, 
in order to agree a common 
position. 

P&O and Stena's ferry 
merger was put on hold last 
November, when the UK 
government referred the pro- 
posal to the Monopolies and 
Mergers Commission. The 
MMC report was delivered to 
the Department of Trade and 
Industry on April 4. 

The DTI said it would not 


mafcp any c omm ent on the 
proposed merger until after 
receiving the formal decision 
from the Commission. 

Margaret Beckett, trade 
secretary, will make her own 
decision based on the Com- 
mission's verdict and the 
report on the merger by the 
MMC. 

However, senior govern- 
ment officials are expecting 
the Commission to approve 
the deal, which could be por- 
trayed as bolstering effective 
ferry competition to Euro- 
tunnel 


Vanguard mulls over UK entry 


BTR, the industrial conglomerate, is believed to be dose . . 
to concluding the sale of its polymer products business 
for some £500m (SSKtot). 

The sale will be the first from the company’s £8bn . 
worldwide disposal programme. A consortium, in c l udin g 
Legal & General Ventures, is said to be front-runner to 
buy the business.' Both BTR and Legal & General Yen- '• 
tores declined to comment yesterday. 

BTR Polymeric Products makes conveyor belts, hydrau- 
lic hoses and general rubber goods. K reportod sales in * - 
excess of £600m last year, and has operations in the UK, 
continental Europe and Australia. It has been seen as the 
most likely candidate for a management buy-out 

Other divisions earmarked for disposal include packag- 
ing and materials, which is likely to be the company's 
largest disposal as well as the campaxiy's bufiding prod- 
ucts division. 

The packaging and materials businesses are spread 
acros s three wnwtfmwrtfi and made operating-profits of 
£315m in 1996 from selling glass and plastic bottles, film 
and Formica worktops. 

Analysts believe that trade buyers will be fined up for 
parts of the pac k aging operation. Glass pac k agin g , for , 
instance, could attract the attention of rivals such as 
Owens Illinois, while companies such as Johnson Con- 
trols, Constar and Southcorp have been named as possible 
buyers of the plastic packaging operations. 

■ Charis Gresser 


By Jonathan Guthrie 


Vanguard, -the world's 
second-largest mutual fund 
manager with assets of 
$370bn, is considering enter- 
ing the UK market Jeffrey 
Molitor. director of portfolio 
review at the US-based com- 
pany, said there were “very 
interesting opportunities" 
both in selling funds to pri- 
vate investors and in the 
rap] dly-gro wing market for 
money purchase pension 
schemes sponsored by 
employers. 

Mr Molitor believes that 
Vanguard would be able to 
lure retail clients away from 
gristing UK managers with 


lower charges. The average 
annual charge cm the compa- 
ny’s US mutual funds is just 
0.3 per cent, and there Is 
generally no initial fee. In 
contrast, UK unit trust man- 
agers levy up to 6 per cent 
upfront and 1 per cent to 15 
per cent annually. 

Vanguard would target 
money purchase pension 
schemes rn a bid to win 
institutional money, Mr Mol- 
itor said. Though these are 
currently estimated to have 
less than £10bn ($UL2bnj in 
assets, the total is expected 
to grow sharply as more and 
more employers set up the 
schemes with the aim of 
reducing pension liabilities. 


Mr Molitor said that Van- 
guard already managed 
more than ElOObn money 
purchase scheme assets In 
the US: “This is the market 
where we have a clear capa- 
bility, but it is not clear to 
what extent our skills would 
be transferable," he said. 

The company would offer 
a similar mix of funds in the 
UK as in the US. It runs a 
range of bond funds and 
index trackers there - the 
largest of which is the $80bn 
Index 500 fund. It devolves 
the running of active equity 
funds to 21 external manag- 
ers, including the UK compa- 
nies Schroder, M&G and 
Marathon. 


Mr Molitor said that if 
Vanguard decided to enter 
the UK market “it would not 
be over a long time-frame — 
it could be very fast” 

Goldman Sachs, the US 
investment company, is 
already pressing ahead with 
its own European expansion. 
Last year it acquired coal 
industry schemes worth 
£15bn. 

Goldman, which lias 
Sl30bn in assets worldwide, 
registered its Luxembourg- 
based funds for sale in Ger- 
many, Switzerland and 
Cfreece, and is seeking the 
same authorisation in the 
UK, France, Italy and Aus- 
tria. 


CANADA 


Falconbridge tumbles 74% 


Falconbridge, the mining concern, has reported 

a 74 per cent decline ,fn, third quarter profits, as_a result of 
foiling nickel prices and a three-week strike in August 
The company, the world’s third largest nickel producer, 
reported earnings of C$23 5m ($l7Ba) on revenues of 
C$519 Jm, compared with a profit of C$88.7m and revenues 
of C$496. Lm in the third quarter last year. Analysts had 
forecasta sharp drop in earnings. Falconbridge was hard - 
hit by foiling commodity prices attributed to a flood onto 
world markets of scrap stainless steel from Russia. Stain- 
less steel is the primary end use for nickel 
Oyvmd Hushovd, chief executive, said the strike at the 
company’s facilities in Sudbury, Ontario, heavily contrib- 
uted to the ear n i ngs decline. The 24-day strike cost 
C$18m, the company said. Mr Hushovd said Falcon- 
bridge’s plants and mines were now running at fall capac- 
ity. Scott Morrison, Vancouver 
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to delay 
Czech deal 


By Robert Anderson 
!n Prague 

Bass, the UK brewer, tailed 
in its attempt this weekend 
to delay moves by .Nomura, 
the Japanese bank, to merge 
two Czech brewers. 

Now the company says it 
is relying on a legal chal- 
lenge in a Prague commer- 
cial court to try to stop Rad- 
egast tying up with PJzensky 
Prazdroj, the country's mar- 
ket leader. 

Bass has a 33 per cent 
stake in Radegast and can 
block a lull merger. But iv is 
currently trying to stop any 
tie-up between the two 
ahead of .a decision by the 
competition authorities 
because it is worried that its 
market share in the Czech 
Republic is under threat. 

At an emergency general 
meeting of Radegast on Sat- 
urday, Bass failed to per- 
suade shareholders that Rad- 
egasfs directors should be 
prevented from signing any 
production and sales agree- 
ments with Plzensky Praz- 
droj, which Nomura indi- 
rectly controls via its 
impending takeover of IPB 
bank. 

Bass's move is a holding 
operation to prevent 
Nomura committing Rade- 
gast to an effective merger 
before the competition 
authority has ruled, it is 
counting on the competition 
authority to block the 
link-up of the country’s two 
biggest brewers, which 
would give Nomura a 40 per 
cent market share, dwarfing 
Bass's 14 per cent share and 
putting in question the UK 
brewer's focus on the Czech 
Republic. 

Bass hopes that a Prague 
commercial court will find 
that, by allegedly acting 
secretly in concert with 
Prazdroj, Nomura should 
have Its voting rights 
withdrawn and .the bank 
should be prevented from 
effectively . merging it with 
Prazdroj. 


Mr Graham Staley, Bass's 
chief in the Czech Republic, 
told the EGM; “We want the 
competition office and the 
Czech courts to resolve these 
issues and to send a signal 
to the world that the Czech 
Republic can be a level 
playing field." 

Bass first bought into Rad- 
egast. which has a 15 per 
cent market share and a 1996 
turnover of Kcs2.44bn 
($73. 9m). in July last year 
and quickly buill up a 33 per 
cent stake. 

Id June it offered to buy 
JPB’s majority stake for 
KcsS.240 a share and merge 
the company with Prague 
Breweries, in which it has a 
55 per cent shareholding. 

However, in July Nrtmura 
agreed to buy a 36 per cent 
stake in IPB from the Czech 1 
government with an option , 
to take majority control. 

Earlier this month. IMP. a 
Dutch trust which is con- 
trolled by Nomura, bought 
JPB's Radegast stake and 
that of investment funds 
with which it is associated. 
Bass alleges the consider- 
ation was less than its 
last offer of Kcs6.50U a share. 
Nomura denies this but 
will not disclose the price 
that it paid. 

Nomura believes the com- 
petition authority will accept 
its argument that the link-up 
will help promote Czech beer 
exports. For instance, it is 
considering marketing the 
breweries' premium brands 
- Pilsener Urquell. Gambri- 
nus and Radegast - in the 
5,400 pubs in Britain that 
Nomura controls following 
its purchases last month 
from Foster’s of Australia 
and Grand Metropolitan of 
the UK. 

It denies claims by Bass 
that it is preparing to sell 
the group to a foreign 
brewer but says that it 
knows of several that are 
interested and could help 
enhance exports. It also says 
it Is prepared to buy out 
Bass's stake. 
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By WHkam Hafl in Vienna 

j The Austrian government is 
I seeking tenders for its 15 per cent 
1 stake in Bank Austria, worth 
Sch5.8bn (4466m), in a desperate 
bid to fulfil its legal obligation of 
"privatising*' the country's biggest 
bank before the year-end. 

Its decision to rush through one 
of Austria's biggest privatisation 
issues comes only days after it 
announced the sale of up to half its 
shares in Austria Tabak. in an ini- 
tial public offering expected to 
raise more than SchSbn. 

The speed with which it Is sell- 
ing its Bank Austria shares, and 
the unusual method. Is likely to 


mean it will not be able to raise as 
much as it might have done. 

J.P. Morgan, the government's 
financial adviser, is seeking bids 
from international banks for the 
government's &8m ordinary shares 
in Bank Austria, which are cur- 
rently held by PTBG, part of the 
state-owned Post and Telecom busi- 
ness. Tenders must be submitted 
by October 2S and bidders have to 
agree to various restrictions on the 
future ownership of Bank Austria 
shares. 

The government wants an inter- 
national banking consortium to 
buy its stake. The consortium has 
to agree to sell the shares in a 
secondary offering at a later stage. 


Among the various options being 
considered is the issue of an inter- 
national bond convertible into 
Bank Austria shares as early as 
the middle of next year. 

The decision not to sell the 
shares through a public offer on 
the Vienna stock exchange is likely 
to mean the government will have 
tp sell them at a discount to their 
current price of Scb655. They have 
already fallen nearly a fifth this 
year. 

The need to privatise Bank Aus- 
tria this year dates back to the 
Schl?.2bn sale of the government's 
controlling stake in Creditanstalt, 
the country’s second biggest bank, 
to Bank Austria at the start of 


1997. Since most of Bank Austria's 
shares are held by public sector 
entities, Austria's opposition 
parties argued that the Creditan- 
stalt deal was not a "proper privati- 
sation". 

At one stage the row over Credi- 
tanstalt threatened to bring down 
Austria's coalition government, 
and this was only avoided by 
agreement that the government 
would sell its stake by the end of 
the year. 

However, the government now 
fi nd* that it cannot fulfil its legal 
obligation to ensure the "widest 
possible distribution" of its shares 
to private persons within the given 
time frame. 


One of the reasons is that Bank 
Austria has issued a lot of paper 
already this year. It raised Scb3bn 
of new capital by more than dou- 
bting the number of preference 
shares in issue and is in the midst 
of an exchange offer for the rest of 
the Creditanstalt shares which 
could lead to a further doubling of 
the preference share capital and 
the issue of more than 10 m ordi- 
nary shares. 

In addition. Erste Bank, Aus- 
tria's second biggest bank, is 
expected to raise more than Schfibn 
in an EPO within the next few 
months which will further increase 
the supply of Austrian bank securi- 
ties on the international markets. 
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UBS wins round in Ebner fight 


Robert Studer. no intention of resigning 


By WHIiam Hall in Zurich 

UBS. the increasingly 
embattled Swiss bank, has 
won another round in its 
long-running legal battle 
with Martin Ebner, its big- 
gest shareholder. 

A Zurich cantonal court 
has dismissed an action by 
BK Vision, one of Mr Ebner 's 
investment funds, to block 
the introduction of a single 
class of share. 

UBS has been trying for 
three years to modernise its 
capital structure. The Zurich 
commercial court had ruled 


in UBS's favour and the can- 
tonal court has now upheld 
its decision. 

BK Vision has already 
taken its case to the Federal 
supreme court in Lausanne 
which will be the final arbi- 
ter. The case is the most 
important of several legal 
disputes between Mr Ebner 
and UBS. 

Mr Ebner believes the UBS 
board of directors has 
caused the bank "enormous 
damage", and on several 
occasions bas called for the 
resignation of Robert Studer, 
UBS chairman. 


There have been several 
reports in Swiss newspapers 
over the past week suggest- 
ing that Mr Studer's position 
as UBS chairman was 
increasingly vulnerable fol- 
lowing boardroom blunders 
in dealing with the sensitive 
issue of dormant bank 
accounts of holocaust 
victims. 

However. . in a series of 
newspaper and radio inter- 
views over the weekend Mr 
Studer said that he had no 
intention of resigning. 

UBS, which used to be 
regarded as Switzerland's 


flagship bank, appears 
increasingly isolated in the 
Swiss financial community. 

It has been overtaken in 
size by Credit Suisse Group, 
which had wanted to merge 
with UBS last year, and 
which has just taken over 
the Winterthur insurance 
group. UBS's former insur- 
ance partner. 

Cash, a weekly financial 
newspaper, suggested last 
week that Mr Ebner. Credit 
Suisse, and Winterthur, 
together with other allies, 
might now control as much 
as 40 per cent of UBS. 
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Egypt plans 

benchmark 

eurobond 


COMPANIES AND FINANCE 


OBITUARY: Roberto Goizueta 


By Mark Huband in Cairo 

Egypt yesterday confirmed 
that it is to issue $300m of 
eurobonds to establish a sov- 
ereign benchmark, giving 
domestic banks cheaper 
access to international finan- 
cial markets. 

Seven months after discus- 
sions on a eurobond issue 
were first raised, Kamal 
el-Ganzouri, the Egyptian 
prime minister, yesterday 
approved proposals from the 
government's economic com- 
mittee for officials to now 
enter into discussions with 
investment banks that will 
lead -manage the first issue 
of its kind from Egypt. 

“We are an investment 
grade economy, and we 
would like to be treated as 
one, and this will give us an 
opportunity to show off the 
financial soundness of 
Egypt," said Yousef Boutros 
Ghali, the minister of econ- 
omy. “Without a sovereign 
issue the corporates can 
have access to the [interna- 
tional I markets, but at a 
higher cost.” 

The government had been 
looking at a sovereign 
benchmark, which would 
have cost the country 60 
basis points more than the 
London interbank rate, so 
Egyptian banks would be 
able to borrow at a cost of 
Libor plus 100 points. It is 
unclear whether these tar- 
gets remain, but the cost to 
Egyptian banks of bo r rowing 
could be as much as 50 
points lower once the bench- 
mark has been established. 


A man of monomaniacal vision 


R oberto Goizueta, who 
has died at the age of 
65 was one of the 
outstanding business leaders 
of his generation. As chief 
executive of the Coca-Cola 
Company since 1981. be built 
what has become the most 
valuable brand in the world. 

In the process, he gener- 
ated great wealth for himself 
and his shareholders. Capi- 
talised at about $4bn when 
he was appointed to the top 
job, the company's recent 
stock market value was 
about $l50bn. 

A persistent, -demanding, 
and impatient man. Mr Got-, 
zueta displayed three broad 
characteristics in his long 
career at Coca-Cola. The 
first, an unremitting concen- 
tration on -shareholder value, ' 
was demonstrated as soon as 
he took over the leadership 
of the company. 

At that time, he calcu- 
lated. Coca-Cola’s cost of 
capital was about 16 per 
cent, considerably higher 
than the returns being gen- 
erated by what had been per- 
ceived as successful activi- 
ties. The soda fountain 
operation, for instance, was 
making only 12£ per cent 
“What we thought was a 
great business was, in fact a 
lousy business,” Mr Goizueta 
said later. This led to a reap- 
praisal of all the company's 
activities. Among other 
things, the results included a 
completely different relation- 
ship with the bottlers, which 
had previously operated 
autonomously at arm’s 
length, and a ruthless focus 
on the soft drinks side. 

There was a brief and prof- 
itable diversion into Holly- 
wood, with the acquisition of 
Colombia Pictures in 1982, 
subsequently sold on to 
Sony. But well before it 


The issue is expected to 
take place within eight 
weeks. Several investment 
banks that have already 
expressed interest in lead- 
managing the issue will be 
contacted by officials this 
week, and a decision on 
which will be selected 
should he mafl? this mo nth. 

“We are going to get in 
touch with all the invest- 
ment banks Hi at have sent 
us proposals.” Mr Boutros 
Ghali said. “For us, the issue 
is also a way of checking our 
foreign and domestic debt, 
though we are not going to 
intervene In the relationship 
between public sector banks 
and the debts of public sec- 
tor companies." 

Egyptian banks have 
eagerly awaited the issue as 
a means to borrow more 
cheaply in the international 
market. The government 
intends to use the publicity 
surrounding the issue to 
advertise the radical trans- 
formation of the Egyptian 
capital market being under- 
taken in an effort to broaden 
its appeal to foreign and 
domestic investors. 

“Egypt does need to be 
more involved in the inter- 
national market, and the 
establishment of a bench- 
mark will be a major step,” 
said Amal el-Togby of Misr 
International Bank. 

The bank is currently con- 
sidering funding proposals 
from European institutions 
and views a sovereign 
benchmark as likely to accel- 
erate its own dealings on 
international markets. 





Roberto Goizueta (right) with Doug Ivester, president: turned Cuke into a global brand 


became fashionable to do so, 
Coca-Cola was selling off its 
marginal X activities and 
cpncentrating\'on . its core 
business!; :'J 

The isetohd general char- 
acteristic of the Goiziteta 
regime was his willingness 
to innovate. This did not 
come easily to a company 
built on a single brand that 
had been unchanged for the 
best part of a century. 
Again. Mr Goizueta was 
quick off the mark. Diet 
Coke, launched in 1962, was 
arguably the most successful 
new consumer product of 
the 1980s. 

This enthusiasm for 
change brought big trouble 
in 1985 with the launch of 
New Coke, later hilled as the 
marketing blunder of the 
century. Losing market 


share in thCiUS to PepsiCo, 
Mr Gatzueta, had decided to 
reformulateythe brand. He' 
failed to recognise that for 
many Americans, the drink 
had become a symbol of all 
their nostalgic dreams. The 
result was national outrage. 

But the nightmare was 
brief. Original Coke was 
quickly relaunched, and sup- 
ported by a storm of public- 
ity It soon built up a com- 
manding lead over Pepsi. 


M r Goizueta’s third 
big success was to 
turn Coke Into a 
truly global brand. The fizzy 
drink had been available 
around the world for years, 
of course, but it was only in 
the 1980s that the process of 
globalisation became focused 

and rtriwn. 


Mr Goizueta had what one 
observer described as a 
* mnhmnatitocal vision. “Our 
success;” he wrote, “will 
largely , depend on the degree 
to which we make it impossi- 
ble for the consumer around 
the globe to escape Coca- 
Cola." 

Bom of well to do parents 
in Cuba, Mr Goizueta stud- 
ied riinsiriimi engineering at 
Yale, and joined Coca-Cola 
in 1954. Six years later, he 
left Cuba shortly before the 
Castro regime seized the 
company's bottling 
operations on the island. 

By 1964, he was in a senior 
position at the Atlanta head- 
quarters, where he buflt up a 
r-ingp relationship with com- 
pany patriarch Robert Wood- 
ruff who had run the busi- 
ness for more than 60 years. 


Morgan means more 
leadership in emerging 
markets research 


Mr Goizueta himself 

always behaved more like an 
owner-manager tha n a h ired 
bawd, ifis fortune, estimated 
recently at SJuSbn, was tied 
up in Coca-Cola shares, and 

he was to become one of the 

few people on the lists of 
richest Americans who bad 
gloria their money by work- 
ing for a long-established 
business. He said that most 
of his money would go to 
charity. 

Two years ago. Fortune 
magazine published a memo- 
rable dialogue between Mr 
Goizueta and Jack Welch of 
General Electric. The follow- 
ing quotations, which are 

fatrpn from that article, cap- 
ture some of his aggressive- 
ness: in particular, his 
refusal to accept the idea 
that the company's growth 
prospects were limited just 
because it already had a 
large market share. 

“Time and again, I have to 
correct folks who say, “We 
grew our volume at 10 per 
rent and the industry grew 
at less than that 1 . 1 say, 
*WpP damn it, we are the 
industry. Why cant we grow 
fester?*" 

“Now once in a while you 
have to have a public flog- 
ging in the market square. 
We had to do that in a cou- 
ple of instan ces. And I must 
say, the sound of the whip- 
ping - more than the hurt - 
the sound was what was 
im por ta nt" 

“I hate to lose. I don’t like 
to lose, rd rather not play, 
you know." 

Td like to say the day 
that faucet in your kitchen 
gink is used for what God 
Trended it to be. used, then 
we will have a mature soft 
drink industry. But until 
that time arrives, there is 
room for growth." 


contracts 

By John Barham. in Ankara 

Turkey has awarded three 
international consortia con- 
tracts to bund six trig power 
stations, the first, step . In a 
privately-financed expan- 
sion programme for- the 
country’s energy industry 
that wDH require ^ investment 
of g4bn a year for the next 
decade to help meet acceler- 
ating demand for electricity. 

The government awarded 
a group of British, US and 
German companies, and 
their local partners con- 
tracts to build power sta- 
tions with installed capacity 
of SJMWMW under new legis- 
lation allowing private com- 
panies to build and operate 
power stations undo- dose 
government supervision. - . . 

However, lawyers want 
that the legislation; Imposes 
too many state controls, 
making the projects diffkmlt 
to fiwwwee- They expect con- 
siderable delays whlle tbe 
winning consortia attempt, 
to negotiate more favoura- 
ble terms. 

Siemens-Steagof Germany 
won the contract for. fa 
1.000MW coal fired power 
station fn the eastern city of. 
Iskendernn. Britain’s 
National Power is to buBd a 
700MW natural gas-fired 
unit in Ankara. Intergen, an 
offshoot of US construction 
giant Bechtel, was awarded 
two natural gas-fired plants 
in the western Industrial 
cities of Gebze and Izmir, 
each with a capacity of 
l,40bMW. It also won the 
contract for a 700MW natu- 
ral gas-plant for the town of 
Adapazari- 


ICB wards off Frbntlme 


By Tim Burt in Stockholm 

ICB Shipping, the Swedish 
tanker operator fighting a 
SKr3J22bn ($422m) hostile 
bid from Frontline of Ber- 
muda, yesterday said it had 
seen off its rival by winning 
shareholder approval for a 
friendly 9303m merger with 
Astro Tankers of Greece. 

Investors at a six-hour 
extraordinary meeting on 
Friday voted comprehen- 
sively in favour of the ICB- 
Astro deal winch Frontline 
had warned would force it to 
abandon its SKrll5 a share 
cash offer. 

Frontline failed to win suf- 


ficient support to block the 
merger but it reiterated that 
it would take legal action to 
prevent ICB forming one of 
the world's largest indepen- 
dent tanker operators. 

Lawyers acting for Front- 
line, which is quoted in Oslo, 
said irregularities in Astro’s 
offer document and alleged 
breaches of Swedish- com- 
pany law gave it sufficient 
ground for an injunction 
against the ICB proposal. 

ft vowed to seek a court 
ruling against ICB in spite of 
ideas for negotiations from 
Lars Erik Farsgafh, head of 
Sweden’s small shareholders 
association, who suggested 


that Frontline could: be 
offered a place on the board 
of ICB If it agreed to drop its 
threat of legal action. 

-Frontline, which has. 
acquired more than 50 per 
cent of ICB’s share capital 
and more than 30 per emit of 
the voting rights, claimed 
the Astro deal had been 
forced through by directors 
who had used voting rights 
to override the wishes of 
most shareholders. 

ICB rejected that sugges- 
tion, and said it had won 
support for the Astro deal 
from 90 per cent of the vot- 
ers attending Friday’s mara- 
thon meeting. ' 
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Emuc£o*coiiomic analysis 
relative value 
local markets 
portfolio analysis 
derivatives research 
index development 


New and established investors turn to J.P. Morgan 
for our rigorous research on emerging markets 
because they know we deliver more. More 
information to unravel the complexities. More 
analysis to highlight risk-return opportunities. 

More tools to identify market inefficiencies. 

With analysts and economists around the world, 

J.P. Morgan brings a developed-market perspective 
to its comprehensive coverage of products and asset 
dosses in emerging markets across Asia, Africa, 
Europe, and Latin America. Information, education, 
and customized advice designed to help our dients 
get business done has made us the acknowledged 
leader in emerging markets research. 

www.jpmorgan.com/ research 
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THE NEW ELECTRONIC ORDER BOOK 


I 


ur new electronic order book provides a traded at the touch of a button on our fully- 

more efficient and open way of trading. automated system - reducing costs and 

It transforms the way brokers deal on the improving prices. 


London Stock Exchange, creating a more attractive 


The order book will make our market even 


environment in which to buy and sell shares. 


‘ L ” uuy dnu snares - more competitive and transparent, helping keep 

FTSE 100 company stocks can now be London at the heart of international finance. 




London STOCK 




For further information contact our information service on +44.171 797 1372, Fax 444 171 410 6861, www.londonstockex.co.uk. or write to London Stock Exchange. Old Broad Street, London EC2W 1 HF. Urried Kingdom. 
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Emu and the banking system 


Room for growth 
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Total return In focal currency to 18/10/97 


- — ■■■* ciwige w yi^ 
IBS Alfr " «nnriMMf 


The currency and short-term 
interest rate differentials 
between 11 European coun- 
tries is due - and also expec- 
ted - to vanish in 430 days. 
And one of the less obvious 
repercussions of Economic 
and Monetary Union could 
be the creation of a vast and 
liquid European capital mar- 
ket presenting an enormous 
challenge to the existing 
banking system. 

At present, bank loans in 
Germany total about 100 per 
cent of gross domestic prod- 
uct, whereas in the US it is 
just over 40 per cent The 
difference is accounted for 
by the US’s vast, unified and 
liquid capital market, which 
has absorbed much of the 
traditional lending activity 
Of the b anks . 

Credit Suisse First Boston 
estimates that if the EU 


moved in line with the US, 
the European capital mar- 
kets would have to grew by 
almost $3,000bn. A working 
paper from the International 
Monetary Fund has more 
conservatively estimated a 
potential flow of $2,000bn 
into the debt and equity 
markets, but this stOl repre- 
sents one-third of European 
banks' corporate loans. 
Either way, the impact on 
bank profitability would be 
enormous. 

There have been numer- 
ous impediments to the 
development of a significant 
European corporate bond 
market The evolution of pri- 
vate pension funds has been 
slow. Many institutions have 
been legally restricted to 
their domestic markets for 
the bulk of investment 
Moreover, cross border activ- 


ity has concentrated on big 
currency or interest rate 
bets in the government bond 
markets. Domestic corporate 
debt has been tied up 
by traditional bank relation- 
ships. 

Much of that will nhangp 
with the removal of cur- 
rency barriers after Emu. 
German insurers win still be 
restricted on foreign, invest- 
ments even after the 
removal of currency risk. 
But Emu will create a sub- 
stantial homogeneous pool 
of funds available for invest- 
ment in Euro-d enominated 
bonds. And with the virtual 
eradication of interest 
spreads within the European 
government bond markets, 
there will be significant 
demand for higher yielding 
corporate bonds. 

As Giles Seating, chief 


global economist at CSFB, 
said: “In the past, investors 
have been able to diversify 
across sovereign markets. 
Fund managers must look 
for different ways of out- 
performing, and they will 
have to go up the credit 
curve." So the demand 
should be there. 

A substantial capital mar- 
ket should price loans more 
efficiently, and as margins 
on capital market activity 
fan with hi gher volumes and 
removal of currency risk, it 
will become increasingly 
attractive to corporate bor- 
rowers. 

As Joanne Perez, senior 
strategist at Merrill Lynch, 
argues: “Disintermediation 
away from European banka 
is going to be substantial 
over the next five years." 

This wfil be good news for 


COMPANY RESULTS DUE 
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Philips 
set for 
sharp 
increase 

Philips, the Dutch 
electronics group, is expec- 
ted to report third-quarter 
net profit from ordinary 
operations of between 
FI 563m and FI 830m (S420m>, 
up from FI 123m a year ear- 
lier. Analysts say the results 
- expected on Thursday - 
should show an all-round 
good picture, with lighting, 
consumer products and pro- 
fessional products and 
systems all producing better 
results and a strong recov- 
ery for semiconductors. 

Arjan Dibbets of Mees Pier- 
son is expecting net profit 
from ordinary operations of 
FI 643m, putting earnings 


per share on the same basis 
up at FI LSI from FI 028 a 
year earlier. But he cau- 
tioned that this forecast was 
compiled before recent disap- 
pointing results from compa- 
nies like SGS-Tbomson 
Microelectronics - and that 
if results from Philips* com- 
ponents and semiconductors 
division are also disappoint- 
ing, the overall earnings fig- 
ure may be a bit lower. 

On top of the ordinary 
result, Mr Dibbets predicts 
that Philips will report a 
book profit of about FI 800m- 
Fl900m from its sale of 
shares in Taiwan Semicon- 
ductor Manufacturing. 

Some book profits will also 
come from the sale of shares 
in Viacom. “1 don't know 
exactly how much that wfil 
be but it wifi not be a very 
large amount," he said. 
“This means that Philips’ 
bottom line net will easily 
come out well over the 
FI ibn mark." 


Frits de Vries of Theodoor 
Gilissen Bankiers said he 
was expecting lower net 
profit from ordinary 
operations of FI 563m or 
FI L60 a share, with a lower 
book profit of about FI 500m 
from the TSMC sale and less 
than FI 100m from Viacom. 
Mr de Vries said the tax bill 
would be higher at about 25 
per cent, t rimming the over- 
all result 

Peter Wortel of Delta 
Lloyd Bank is the most bull- 
ish of the three, predicting 
net profit from ordinary 
operations of FI 830m. He 
expects results from semi- 
conductors to contribute a 
large part of the increase. 

AFX, Amsterdam 

■ Norsk Hydro, the Norwe- 
gian industrial conglomer- 
ate, is today expected to 
report pre-tax profits of 
between Kr8.41bn and 
Ki8.83bn ($1.25bn) for the 
first nine months of the 
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investment banks - particu- 
larly the US banks who dom- 
inate their domestic bond 
market and have global dis- 
tribution - and larger Euro- 
pean banks with capital mar- 
kets expertise. Indeed, losing 
blue chip clients’ loans to 
the capital market may be 
no bad thing, given the 

minimal ma rgins on SUCh 

loans. 

Smaller regional hanks 
may also survive relatively 
unscathed - most -of their 
corporate clients may be too 
small to tap the capital mar- 
kets, even as the nascent 
European junk bond - or 
high yield - debt market 
takes off 

But for a large slice of the 
European banking sector, 
there could be a substantial 
loss of business from corpo- 
rate clients who before had 
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no choice on where to go for 
funding. And it will coincide 
with the loss of cross-border 
foreign exchange profits, and 
the erosion of market share 
of their domestic bond mar- 
kets. 

John Langton, chief execu- 
tive of the International 
Securities Market Associa- 
tion, said: “Many of the 
Frendh, German and Italian 
banks do not have the posi- 
tion and expertise in invest- 


LlntfBd, GokJran Sacha &Go- ord Slwidere * Poors. 




ment banking to make this 
significant transition." The 
key for banks losing their 
loan business, will be to 
replace it with fee income 
from handling 1 bond issues. 

Of course, this process is 
more likely to be evolution 
than revolution. A senior 
fixed-income fund manager 
argues: “1 think it may be a 
glacial process. Given the 
corp ora te connections of the 
banks, one wonders to what 


degree they will be able 'to 
slow the process down.” ■■■'A 
But ultimately, European 
b^nks will have to adjust If 
European governments db 
not relax labour laws and 
enable a spate of mergers, 
driven by efficiency gains - 
as opposed to the “revenue 
e nhan cing" mergers t hat 
have emerged so far - then 
European banks will he ill- 
prepared for the raising of 
competitive barriers. 





year. The results, which 
compare with Kr8.4bn a year 
earlier, will focus attention 
on the agriculture division 
of the oil, chemicals, agricul- 
ture and light metals group. 

Analysts say that income 
from foe. division’s fertiliser- 
sales are expected to deter- 
mine whether the company's 
profits are flat or a little 


Sauce CMaumnwm 


higher. Norsk Hydro's light 
metals division, which 
includes al umin ium and 
magnesium production and 
sales, is expected to see a 
significant gain in the third 
quarter, compared with the 
-same period last year, as a 
result of better prices. .. 
-• Nat West Markets: expects 
to see pre-tax profits of 


about Kr8.4bn for the nine 
months. It forecasts opera- 
tingtncome at Kr8.6bc 
against Kr7.89m far the same 
period last year, with net 
profits at Kr4-3bn (KrLlSbn). 

AFX, Oslo 

■ SAP, the German busi- 
ness software specialist, is 
expected to announce on 
Wednesday that its pre-tax 
profits rose by between 55 
per rant and 61 per cent in 
the nine months to Septem- 
ber. Analysts predict that 
the profits will be between 
DM788m and DM820m 
(5467m). against DM509m a 
year earlier. 

The company is not expec- 
ted to disappoint investors 
even though expectations 
are running high after it 
released a bullish prelimi- 
nary statement earlier this 
month.. The stock was the - 
only gainer Jn. DAX 30 floor 
trading on Thursday aftef^ 
Deutsche Morgan Grenfell 


upgraded the stock for US 
investors, but it shed those 
gains cm Friday as investors 
booked profits. 

AFX, Frankfurt 

■ Volvo, the Swedish car 
manufacturer, is expected to 
report nine-month pre-tax 
profit of Krl0.59bn ($l.4bn) 
down from Krl2.029bn a year 
earlier. However, analysts 
said the results - due on 
Wednesday - are expected to 
show an increase in profit 
before non-recurring items. 

Profits' wffl include capital 
gains - which could total 
Kr4.1bn from the sale of 
shareholdings in Pripp- 
Ringnes, Scandinavian Air- 
lines Systems, and Renault 
Last year's figures included 
a capital gain of Kr7.8bn 
from the disposal of shares 
in Pharmacia & Upjohn. 

Analysts expect Volvo to 
report - improved nine: 
months’ results in aR divi- 
sions, but especially in its 


car and truck operations — 
due mainly to higher vol- 
umes and a more favourable 
currency situation. ; v 

AFX. Stockholm 

■ A strong US economy is' 
expected to have lifted pre- 
tax profits of Wolseley, the 
world’s largest distributor 'of 
heating and plumbing equip- 
ment, to £260m-£265m 
($429m) in toe 12 months to 
the end of July. The com- 
pany, which publishes its 
annual figures tomorrow, 
made £242£m in the previ- 
ous 12. months. 

Markets in continental 
Europe are likely to have 
been more lacklustre with 
German and French con- 
struction markets in decline. 
In the - UK, the company 
should have benefited from a 
strong housing market in 
south-east - --England, 

. although the-recovery bas 
"been more sluggish outside 
of the region. 


This announcement appears as a matter of record only. 
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Union Bank of Switzerland 

Co-Ammger: 

The Sumitomo Bank, limited 

Lead Managers: 

Finanz AG Zurich 

ABSA Bank Limited, London Branch 
Bank of Montreal 

Banque Belgolaise S-A/Gcncrale Bank SjA/N.^ 
Investec Bank Limited 
Sodet6 Generate 

Managers: 

Landesbank Schleswig-Holstein (LB Kiel) 

Banque Nationale de Paris 
Royal Bank of Canada 

Participants: 

Banco African© de Investimentos, SARL 
Bankgesellschaft Berlin Group 
Banque Cantonale de Geneve 
Bayerisdae Vereinsbank AG 
BBL Ireland 

Natexis Banque, London Branch 
The Royal Bank of Scotland pic 

Facility Agent: 

Union Bank of Switzerland 


Focus will be on France Telecom 


Today is a watershed in 
French capital markets, as 
France Telecom makes its 
debut on the Paris and New 
York stock exchanges after 
the country’s most success- 
ful privatisation. 

A hefty premium looks set 
to await investors as deal- 
ings begin - the shares have 
been trading at about FFr210 
($36) in the grey market, 
compared with FFr187 per 
share institutional offer 
price. “This one looks set to 
go.” said one banker in the 
syndicate that placed the 
shares. 

He added that given the 
volume of unfulfilled 
demand far the stock in the 
book building process - 
Institutions applied for some 
FFr400bn of shares, about 20 
times the amount available 
- a seller’s market was vir- 
tually guaranteed. 

There is unlikely to be a 
shortage of sellers. Nearly 
4m people applied for the 
retail tranche of the stock, 
attracted by its familiarity 


and by the FFr5 a share dis- 
count available to private 
applicants. 

A strong opening for 
France Telecom today would 
give a timely boost to the big 
secondary offering of shares 
in Telecom Italia, for which 
the maximum price was due 
to be announced last Satur- 
day. 

The company’s shares 
have been drifting on a weak 
Milan share market, which 
was hit by the temporary 
ousting of prime minister 
Romano Prodi’s government 
However. Telecom Italia's 
share price weathered the 
political crisis well, trading 
at about L11.165 ($6.49) on 
Friday, just 7 per cent below 
its all-time high, reached in 
late July. Observers said the 
maximum price was likely to 
be close to that level. 

When pricing the Telecom 
Italia issue. Treasury offi- 
cials in Rome and their 
bankers can look to the pric- 
ing of Portugal Telecom 10 
days ago. The third tranche 


of shares in that telecoms 
company was priced at 
Es7,470 ($42) a share, a dis- 
count erf just 0.8 per cent on 
the previous close. The new 
Portugal Telecom shares 
ended their first day of trad- 
ing at &S7.520, a small but 
not negligible gain in a fall- 
ing market 

Despite the estimated 
$lObn size of the Telecom 
Italia offering, Italian offi- 
cials who visited London last 
week with the investor road- 
show expressed quiet opti- 
mism that it would be a suc- 
cess, playing down the 
political problems. Indeed, as 
they pointed oat the dis- 
posal of the state’s remain- 
ing stake in the company 
would mean at the very least 
that it should be immune to 
future political eruptions in 
Italy. 

Somewhat lost in the 
crush of telecoms offerings, 
and In the euphoria sur- 
rounding the series of pan- 
European mergers 
announced on the same day. 


was the flotation last Mon- 
day of the final tranche of 
shares in Lufthansa, the Ger- 
man airline. 

Lufthansa was another 
tightly-priced issue, at 
DM33.30 ($19) a share, 
DM0.50 below the closing 
level of the shares on the 
previous Friday. The price 
was seen as being broadly 
neutral for the market, and 
there was the slimmest of 
opening-day premiums, with 
the shares closing at 
DM33.40 in Frankfint. 

The only cloud on the. pri- 
vatisation horizon was on 
Endesa, the Spanish power 
group. Enersis, its Chilean - 
partner, is seeking to renego- 
tiate their strategic alliance. 
Endesa insisted the hitch,’ 
which came on top of rela- 
tively subdued demand for 
the company’s $5.4bn share 
offering, would not affect the' 
sale process. The offer hafr 
already been scaled down 
from a maximum 35 per cent: 
to 25 per cent of the compa- 
ny's shares. 



The Financial Times plans to publish a Survey on 

The Business 
of Space 

on Thursday, October 30 


For further information, please contact: 
Maria McCoy 

Tel: +44 171 873 4358 Fax: +44 171 873 3204 

Penny Scott 

Tel: +212 745 1346 Fax: +21 2 319 0704 v 

of you* usual Financial Times representative -A " 
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Federal Reserve chairman 
Alan Greenspan's cautionary 
remarks about the economic 
outlook seem to have 
Knocked the confidence out 
of US markets. On Friday, 
the last trading day before 
yesterday's 10 th anniversary 
of the 1987 stock market 
crash, the Dow Jones 
Industrial Average ended 
more than 90 points down at 
7JM7A3 amid a sell-off of 
technology stocks and 
worries about interest rates, 
while the 30-year Treasury 
band shed %, driving its 
yield up to 6.44 per cent 
The markets seem to have 
accepted that the 
combination of strong 
growth and low inflation 
cannot last indefinitely, and 
a rise in interest rates win 
be needed to keep inflation 
at bay. Robust economic 
data last week reinforced the 
jitters, even thnngh the 
increase in the consumer 
price index remained tame, 
leading to speculation that a 
monetary firming could 
become necessary before the 
end of the year. 

This week is a quiet one 
for important economic data: 
the ™»n figures are those 
for the US trade deficit, due 
tomorrow, with economists 
surveyed by Standard & 
Poor's MMS research sendee 
predicting a slight 
□arrowing in the deficit to 
SlObn, with a seasonal 


: LONDON ByRiHip Coggan 
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TOKYO By Gwen: Robinson 
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improvement In net services 
receipts offsetting an 
import-led deterioration in 
the merchandise balance. 

For equities, attention is 
likely to focus on a further 
week of third-quarter 
results. There have been few 
big disappointments so far 
this season but Intel's 
warning last week about 
fourth-quarter prospects 
shook confidence in the 
technology sector, and even 
companies that matched or 
beat analysts' forecasts were 
being pummelled. 


Hie start of the new 
order-driven trading system 
will be the main event on 
the minds or finance 
professionals today. Despite 
extensive tests, there is 

nothing like seeing a system 

operate in real life and 
traders will be hoping for a 
relatively calm start to the 
week. The superstitious will 
worry that the 1987 crash 
happened 10 years ago 
yesterday. 

The main economic news 
will come later in the week, 
in the form of tomorrow’s 
industrial trends survey 
frum the Confederation of 
British Industry, 
Wednesday’s retail sales 
numbers and Friday's 
preliminary estimate of 
third-quarter gross domestic 
product Recent data have 
hinted at a slowing down in 
domestic economic growth; 
confirmation of such a trend 
would help both bond and 
equity markets by reducing 
interest rate fears. 

“The burning question is 
whether there has been any 
sign of a reaction to the 
monetary tightening seen 
over the summer," said 
Nigel Richardson, head of 
bond research at Yamaichi 
International (Europe). 

International trends have 
been rattling the UK market 
In recent weeks, particularly 
the interest rate rises in 
Europe and the fear of a 
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similar move In the US. The 
main overseas data of the 
week will be German 
consumer prices numbers, 
expected on Friday. 

But economic worries will 
be forgotten if the corporate 
sector can keep producing 
the range and scale of 
acquisitions and mergers 
that it did last Monday. It is 
hard for investors to be 
concerned about the 
direction of the overall 
market when they are 
searching for the next 
takeover target. 


The German stock market is 
likely to take its cue from 
Wall Street this week, 
having failed to shake off the 
sluggishness that followed 
its steep rise up to the 
summer. The DAX blue chip 
index managed to stay above 

the 4.000 level on Friday, but 
investors are still digesting 
the full implication of the 
Bundesbank's interest rate 
rise earlier this month. 

Since the bank clearly had 
the future credibility of 
European monetary union in 
m)n/i when niafcing its 

decision, attention has now 
turned to when the next 
increase in the securities 
repurchase rate will occur. 

UBS Global Research 
expects a further 20 basis 
point rise in the repo, now at 
3.30 per cent, in December 
when the Bundesbank sets 
its 199S money supply target. 

At IBJ Research, Adolf 
Rosenstock said the tardy 
response of industrial 
Investment to the export 
surge and still sluggish 
domestic demand might 
delay the next rate rise until 
early 1998. 

But if the recovery was 
healthy and seemed likely to 
push up inflation in Europe, 
it could come earlier. 

"That." said Mr Rosenstock, 
“would document the 
unwillingness to tolerate 
any inflationary pressure in 
the run-up to Emu.” 


COMMODITIES By Susanna Voyte 


Oil traders watch for news from Iraq 


Oil traders will be watching 
for further news from the 
Middle East this week after 
Friday’s jump in world 
futures prices. 

The price of crude oil rase 
in New York and London on 
worries that a row between 
Iraq and the UN over sanc- 
tions could hit supplies. 

Oil markets took fright on 
Thursday at a belligerent 
Iraqi response to a threat of 
new UN sanctions that 
would bar travel for mem- 


bers of its military and intel- 
ligence services. Iraq said it 
would drop all co-operation 
with arms inspectors if the 
new sanctions were imposed. 

The upwards move in oil 
prices gained momentum on 
Friday when Nizar Ham- 
doon, Iraq’s ambassador to 
the UN. repeated the threat, 
and opened the possibility 
that the sanctions would 
affect the oil-for-food deal. 

Forecasts of colder 
weather in the US also 


helped boost prices, as did 
Kurdish factional fighting in 
northern Iraq. 

In afternoon trading on 
London's international 
Petroleum Exchange the 
benchmark Brent Blend 
December contract was up 64 
cents at $20.56 a barrel. 

The two days of rises at 
the end of last week meant 
prices had regained all the 
ground lost In a sharp 
sell-off earlier in the week, 
when institutional investors 


in the New York market liq- 
uidated “long" positions - 
taken effectively as -a bet 
that oil prices would rise. 

One broker in London said 
the news from the UN bad 
been behind the IPE rally. 

“That was the story that 
was to an extent talked 
about overnight and which 
prompted the market to 
rally," he said. “We were due 
up 20 cents... and then it 
was repeated on the screen." 

He added that people cov- 


ering short positions - bets 
that the market would fall - 
ahead of the weekend helped 
push the mice higher. 

Crude prices spiked to a 
nine-month high at the start 
of October after a Turkish 
incursion into Kurdish-held 
Iraq and on Iranian air 
attacks on opposition militia 
bases near Baghdad. A spec- 
ulative flurry took prices out 
of the $18-320 range they had 
held throughout the spring 
and summer. 
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package may help support yen 


Even the Japanese 
government now believes its 
economy is in trouble. Japan 
tried to cut its budget deficit 
in the middle of an economic 
slowdown, partly by increas- 
ing its sales tax, with disas- 
trous effects. Gross domestic 
product shrank by 2.9 per 
cent in the quarter to June. 

Today the ruling Liberal 
Democratic Party presents a 
fiscal stimulus package 
aimed at reviving the econ- 
omy. Foreign exchange trad- 
ers will be watching closely. 


They expect only a modest 
package, winch would have 
little impact on the econ- 
omy, now that Japanese poli- 
ticians have ruled out a 
Y 2 , 000 bn income tax cut But 
any hints at subsequent fis- 
cal measures, to follow per- 
haps in a supplementary 
budget, could help the yen. 
The currency now stands at 
about Y120 to the dollar. 

So far trade tensions 
between the US and Japan 
have buoyed the yen. The 
latest dispute is about 


Japan's supposedly restric- 
tive port practices. 

As long as these tensions 
continue, and Japanese and 
US trade figures today and 
on Tuesday show that 
Japan's trade surplus contin- 
ues to grow, the yen should 
retain its support. 

Another key question is 
whether Germany will fol- 
low its repo rate rise of ear- 
lier this month with another 
increase soon. German 
prices have been rising 
lately, prompted partly by 


the country's economic 
recovery and partly by the 
D-Mark's weakness against 
the dollar. Producer and 
import prices for September, 
both released this week, 
should fuel the debate. 
Tomorrow’s Ifo survey of the 
west German business cli- 
mate for September should 
reveal more about the 
strength of the recovery. 

There will be little US eco- 
nomic data this week to 
sway the market as to 
whether or not the Federal 


Reserve will raise interest 
rates this autumn. Traders 
are currently divided on the 
subject 

The main UK figures will 
be retail sales for September, 
released on Wednesday. 
However, these will be badly 
distorted by the funeral of 
Diana, Princess of Wales, 
which closed shops for half 
of the first Saturday of the 
month. Deutsche Morgan 
Grenfell predicts that sales 
will fall L2 per emit despite 
the robust UK economy. 
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IX A CHANGING WORLD ROYAL MAIL HELPS YOUR 
BUSINESS BECOME FIRST RATE - WE ALL RESPOND TO A LETTER 
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The scale of future rate 
rises could also be 
influenced by the decision 
on Emu membership in May. 
If Italy is included, the bank 
might tighten rates 
somewhat more to ward off 
doubts over the future euro’s 
stability, he added. 

On the corporate side, the 
market will have nine-month 
figures from SAP and the 
two merging Bavarian banks 
iBayeriscbe Vereinsbank 
and Bayerische Hypotheken 
und Wecbsel-Bank) to 
absorb this week. 


The government win 
announce its package of 
economic stimulus measures 
today, although details were 
-widely leaked last week. 

It is likely to contain 
modest corporate tax cuts, 
further deregulation in 
distribution and 
telecommunications 
property-related reforms - 
steps which the markets 
have already factored in. 

They may bring medium- 
term structural benefits, but 
do little to address 
short-term cyclical problems, 
notes Richard Jerram, 

economist at ING Barings in 
Tokyo 

“As much as anything, the 
government hinting that it 
will not sit idly by and let 
| the economy disintegrate is 
important,'' he said. The 
upward course of Japanese 
government bonds indicates. 

investors are pricing in 
recession and deflation. If 
the government shows it will 
fight such trends, JGBs may 
reverse course, he added. 

The September trade 
balance, also to be 
announced today, is 
expected to show another 
steep rise in Japan’s exports. 
Concern about trade friction 
has been further fuelled by 
the dispute over Japanese 
access to US ports. 

In equities, the main issue 
is whether the Nikkei 225 
index can stay above 17,000 
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given its recent erratic 
performance. After sliding 
last Tuesday below 17,000 for 
the first time in more than 
two years, it surged more 
than 370 points on rumours 
that the government may 
reinstate YMMObn worth of 
personal tax rebates, before 
falling back to close the 
week at 17,478.42. down 
229.07 points. 

Analysts say any rise this 
week trill be mainly on 
technical factors and 
ongoing attempts by public 
funds to support the index 


OTHER MARKETS Compiled by Jeffrey Brown 


PARIS 

France Telecom shares make 
their stock market debut 
today and to judge by the 
buoyancy of the grey market 
a healthy premium looks 
assured. 

The shares go straight into 
the leading CAC 40 index 
with a weighting of 8 per 
cent. As a result, institu- 
tional demand has been mas- 
sive, with the index tracking 
funds in particular falling 
over themselves for a slice of 
the action. Against applica- 
tion prices of FFr182 to 
FFr187, shares have been 
changing hands in the grey 
market at about FFr210. 

Equities marked time last 
week in relatively dull trad- 
ing volume in spite of a high 
level of corporate activity. 
Lafarge bid FFrlSbn for Red- 
land of the UK and AGF 
found itself on the receiving 
end of a FFr55hn offer from 
Generali of Italy. Takeover 
stories abound. A French 
counter-bid for AGF is confi- 
dently predicted by brokers. 

This week's results include 
interims from L'Oreal follow- 
ing strong sales last week 
from drugs offehoot Sythel- 


abo. GAN. the state-owned 
insurance group earmarked 
for privatisation, puts out 
its six-month results on 
Wednesday. 

HONG KONG 

Investors in Hong Kong will 
be focusing on Thursday and 
the debut of the territory’s 
biggest IPO - the USS4bn 
issue from China Telecom, 
part of the Ministry of Posts 
and Telecommunications. 
Take-up was weaker than 
had been expected but the 
retail price was still fixed 
towards the upper end of the 
range at HK$11.68. 

There is concern that 
funds could be sucked out of 
other China-related stocks to 
move into China Telecom. 
Red chips and H-share indi- 
ces have been falling in 
recent weeks, although both 
rallied strongly on Friday. 
The Hang Seng China-Affili- 
ated index of red-chip stocks 
jumped 9.1 per cent 

Beyond that, brokers say 
the background remains 
bleak and expect further vol- 
atility and a downward 
trend in the benchmark 
Hang Seng index. Weakness 


on Wall Street, jitters in the 
local property market and 
the regional currency crisis 
are all conspiring to under- 
mine investor confidence. 

The market slide has 
pushed the p/e ratio on the 
Hang Seng index down to 
around 11 times. This is seen 
as an attractive level by 
some brokers. 

STOCKHOLM 

This week sees the start of 
the third-quarter reporting 
season with a barrage of fig- 
ures from Sweden's largest 
companies , led by engineer- 
ing group SKF on Monday. 

Analysts are expecting 
some sparkling results. The 
export-dominated corporate 
sector has been thriving on a 
strengthening dollar and 
Europe's economic recovery. 

Investors will look closely 
at results from mobile tele- 
phone group Ericsson on 
Thursday, which are expec- 
ted to show earnings up by a 
spectacular 60 per cent 

However, according to 
Christian Diebitsch at Pari- 
bas, investors are more con- 
cerned by what happens on 
Wail Street. 


CROSS BORDER M&A DEALS 


mODBVINVESTOft 

TARGET 

SECTOR 

VALUE 

COMMENT 

BAT (UKJ/Zjurich (SvwHz) 

Merger (US/Switz) 

Fm services 

$18.4hn 

BAT restructure 

Wotorri Kknver 
(Netherlands) 

Reed Bsevter 
(UKiNethedand^ 

PubOshing 

S16bn 

Share swap 

AssIcurazkKii General) 
(Maly) 

AGF (France) 

Insurance 

$9.2bn 

Italian 

record 

Mertta (Fintend)/ 
Nordbankan (Sweden) 

Merger 

Banking 

SS^bn 

Nordic giant 

Lafarge (France) 

Redland (UK) 

BuBding 

S2.67bn 

Hosfle offer 

Federal- Mogul (US) 

T&N (UK) 

Auto components $2.4bn 

Agreed bid 

ftontane (Btamuda) 

ICB Shipping (Sweden) 

Shipping 

$4€1m 

Raised again 

BTR (UK) 

Exide EJectronics (US) 

Supply systams 

$352m 

Agreed buy 

Hutchison Whampoa 
(HK SAR) 

Western Wireless (US) 

Telecoms 

$322m 

Taking 25% 

Usinor (France) 

Far de Charleroi (Belgium) 

Steel 

S273m 

Taking control 


This announcement appear as a matter of recawd only. 
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MARKETS: This Week 


Brawn '' 

Russia keeps up momentum 


Eastern Europe remains an 
exciting place for equity 
investors. The region has 
become more volatile, with 
two notable setbacks this 
year, but Russia, by far the 
biggest market in the region, 
continues to move upwards 
and a number of smaller, 
newl y-emgrged centres have 
sprung to prominence. 

If anything; the overriding 
lesson of 1997 is that stock 
market selection has become 
as important as actual stock 
picking. Now that the initial 
explosion of economic and 
financial reforms is over, 
business cycles among Indi- 
vidual countries are taking 
on more formal patterns. 

The performance tables 
reflect this. Russia and Hun- 
gary may have dropped 
down a gear, hut their stock 
markets continue to rise rap- 
idly. In contrast, the Czech 
Republic and Poland have 
floundered into something of 
a currency quagmire. So far 
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this year, both have moved 
into reverse. 

Dollar-adjusted, the local 
indices in Russia and Hun- 
gary have put on 175 per 
cent and 60 per cent respec- 
tively this year after expand- 
ing by 130 per cent and 350 
per cent in 1996. The Czech 
Republic marked time last 
year and is down 16 per cent 


EnWf ®* n fl mwtaatas IFC weekly investabte price Indices 


Doftar iwim 


Martcsc 

No. Of 
stock* 

Oct 18 
1«J7 

% ClHngs 
owr «Mk 

% Chaogm 
on Dse tn 

Latin America 

PA7) 

7B4J22 

+02 

+4SL8 

Argentina 

m 

1^35 

+1.1 

+32.0 

Brazil 

m 

609 JO 

-09 

+53.7 

Chto 

(46) 

744.56 

-1J9 

+20.1 

Colombia 1 

(14} 

907.73 

+1^ 

+43 A 

Mexico 

m 

833.18 

*13 

+572 

Pam* 

CUT 

250.07 

OJO 

+27.1 

Vanazuria* 

(9} 

1,138^3 

+1.4 

+56.4 

Asia 

(708) 

162^5 

-4.1 

-3S.B 

China 4 

(27) 

71.75 

-72 

-2.7 

South Korea* 

(156) 

61 J6 

-5^ 

-20.7 

Philippines 

(42) 

147.66 

+2 A 

-49.7 

Taiwan, China* 

(90) 

155J30 

-5.7 

+12 

Ehdta r 

(771 

99-71 

+2.0 

+26.6 

Indonesia* 

(49) 

67.49 

-43 

-47.1 

Malaysia 

(147) 

16825 

S 3 

-50.0 

Pakistan 1 

(28) 

278.70 


+4£L4 

Sri Lanka 10 

(5) 

13U79 

-1 3 

+37.6 

Thailand 

m 

98.73 

-ai 

-55.4 

Euro/MU East 

(258) 

17B.1S 

+2-2 

+312 

Czech Rep 

© 

69.17 

+12 

-1.4 

Egypt 

(IQ 

102.78 

-1-S 

_ 

Greece 

(54) 

403^5 

-at 

+66.6 

Hungary’ 1 

{ 12 ) 

313.14 

+4-5 

+592 

teres) 

(40) 

131.17 

+02 

+312 

Jordan 

P) 

21242 

-3.6 

+132 

Morocco 

( 5 ) 

131^8 

-08 

_ 

Potand" 

(29) 

764.18 

+42 

+4.4 

Portugal 

(28) 

206-62 

-04 

+41>4 

Russia 

(15) 

201.41 

+3.7 

— 

Slovakia 

& 

104.72 

-0.7 

_ 

South Africa 1 * 

PD 

227.02 

+02 

+8.8 

Turkey* 4 

(57) 

335^7 

+82 

+125.6 

Zimbabwe* 

(5) 

54424 

+2.4 

+152 

Composite 

d.213) 

308.79 

-06 

+4.7 


Uktem am aMm rn i m en d tm i cu u dCi ctmigum p vctrage aammattam tfwpraKoo* 
Fnjtf. Bn* «k Ok cop t atom not* -#** w fijFoc I ram.- 090 k 31 Hat 

(9Jki a TagmMOK si ms flUn 3 taottoMu mi: oiNof a not ttsvza aBtAUr 

1 HBJ ; fIC ) Ok 31 MS fllJOm : 31 ms (120 K 31 mtflV > ec31 J98B fMJDoo 31 tss £ 
pSPag 2 ISKfc 0Q Mr 2 IHKl ■ " 


to date in 1997. Poland, up 65 
per cent In 1996, is just about 
level pegging this year. 

The pattern of perfor- 
mance outside the big four 
stock markets has been 
equally volatile. Romanian 
equities have more then qua- 
drupled this year and the 
Estonian, market has dou- 
bled. At the other end of the 
charts, Slovakia and Lithua- 
nia have both lost ground, 
largely as a result of cur- 
rency weakness against the 
dollar. 

A lack of critical mam dic- 
tates that many east Euro- 
pean markets are going to 
remain ultra-volatile. 

Russia, Cor example, has a 
stock market capitalisation 
of about glOObn, which puts 
It roughly on a par with 
India or half the size of Mal- 
aysia after this year's big 
shake-out for Asian equities. 
Hungary, the smallest of the 
big four, does not quite 
reach $ 10 bn- 

“On the low base numbers 
that we see in the region, 
sudden changes In invest- 
ment flows or economic 
direction are always going to 
have a disproportionate 
impact Poor liquidity in 
most markets means that 
the game of trying to stay 
one jump ahead is a tough 
one”, says one regional spe- 
cialist. 

However, trading volumes 
this year have improved 
strongly and a number of 
markets have displayed 
powing maturity. Volumes 
in Hungary are running 
some 50 per coat higher than 
a year ago. 

Corporate -dynamism is 
said to be the immediate key 


to Hungary’s success. “The 
quality of management is 
very high and this has 
allowed the stock market to 
rise above the economic 
stresses. There Is a good 
measure of political support 
too for business”, says 
Ramona Gupte of fund man- 
agers Foreign & Colonial 

One clear measure of this 
Is direct investment into 
Hungary so far this year, 
which at $L4bn is up 15-17 
per cent year-on-year. 

Ms Gupte expects a strong 
recovery by the Polish mar- 
ket Flood damage earlier in 
the year was severe and the 
recent elections have created 
uncertainty, but the recent 
trend has been encouraging 
for equities. Over the past 
three months, the local War- 
saw index has risen about a 
fifth in dollar terms. 

The economy is expanding 
rapidly, with real gross 
domestic product up &2 per 
cent in the second quarter of 
1997 and company profits are 
surging. At about 10 times, 
Poland's 1997 price earnings 
ratio is just about the lowest 
in eastern Europe. 

Russian accounting 
remains stubbornly opaque 
and the Moscow market con- 
tinues to lean on its asset 
attractions rather than theo- 
retical e a rnin g W eplrnfaHmi s, 

Russia's massive natural 
resources are a bedrock for 
investors. The political risks 
have stabilised and eco- 
nomic reforms look to be sol- 
idly in place. 

According to Daiwa Secu- 
rities. Russian equities 
“remain one of the world's 
best investment opportuni- 
ties over the medium to 
long term". 

A currency devaluation, 
which wiped 13 per cent off 
the dollar value of Czech 
assets overnight in May, and 
a ballooning budget deficit 
have continued to push the 
Prague stock market to the 
bottom of the east European 
rankings. The outlook 
remains cloudy, with politi- 
cal uncertainty possibly 
back on the a genda in the 
short term. As part of a 
move to rein back the gov- 
ernment budget, increases of 
SO per cent in household 
energy, prices are planned 
for the next two years. 
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BoE argues 
case for junk 
bond market 


10 -year 

Per- cant 


Given the high profile 
collapse of the US junk bond 
market in the early 1990s, it 
is perhaps surprising that 
Bank of England officials 
want to see one develop in 
the UK. Europe’s only 
attempt at a junk bond mar- 
ket was in Switzerland, and 
that also collapsed under a 
mountain of defaults from 
issuers such as Polly Feck. 

Nonetheless, a BoE report 
points out that European 
companies have raised sub- 
stantially more in the US 
junk bond market than 
through European high-yield 
issues, despite high issuing 
costs and the need for cur- 
rency swaps. Zt says this sug- 
gests underlying demand 
from issuers. 

The BoE report, published 
in its quarterly review last 
week, argues that a high- 
yield market in the UK 
would usefully broaden fin- 
ancing options for European 
companies. 

Junk bonds are high-yield 
bonds that are either 
unrated by the main credit 
rating agencies ox have a 
rating below investment 
grads - BBB- from Standard 
& Poor's or Baa3 from 
Moody’s. Investors are 
rewarded with higher yields 
to reflect inferior covenants 
and greater risk of default 

Zt is a massive market In 
the US, with more than 
$100bn of bonds expected to 
be issued this year. In 
Europe, it Is likely to be 
about 1 per cent of that, 
even in what is fast becom- 
ing a boom year for issues. 

But what is going to spark 
the change? The BoE report 
points out “UK investors 
have so far shown little 
appetite for high-yield debt 
There seem to be two kinds 


of potential obstacles: inves- 
tors’ ability Br, d willingness 
to evaluate and then manage 
them; and restrictions - 
administrative or statutory 
- on investment powers.” 

However, in the lead-up to 
European economic and 
monetary union, the tradi- 
tional European high-yield 
bands of old - Italian BTPs 
Fpd Spanish Bonos - have 
seen yields converge towards 
fhogp of German bunds And 
a lower inflationary environ- 
ment has also Increased 
demand for yield. 

Credit risk is likely to 
replace currency risk as the 
tool for outperforming 
benchmarks. And with the 
removal of currency barriers 
throughout Europe, there 
will be a more homogeneous 
pool of funds to poor into a 
high-yield bonds. 

There is also plenty of 
potential new supply. Pierre- 
Olivier Masmejean, manag- 
ing director of European 
high-yield at Donaldson Luf- 
kin & Jenrette, argues that 
Emu will encourage Euro- 
pean corporate demand for 
debt “There will be massive 
corporate restructuring in 
Europe, so there will be 
much mare debt issuance," 
he said. 

The current increase in 
mergers and acquisitions 
activity, and the build-up of 
venture capital funds for 
buy-outs should also 
increase demand for lever- 
aged financing s Venture cap- 
italists use high-yield bonds 
to provide partial funding 
for deals. And a more devel- 
oped high-yield market could 
also finance takeovers by 

listed companies. 

Maid, the UK electronic 
information group, is cur- 
rently working on one of the 
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biggest sterling-denominated 
issues to help pay for its 
$420m acquisition of Knight 
Ridder Information. It plans 
to raise about £l 20 m through 
a bond issue. 

Of course, junk bond fin- 
ancing for leveraged take- 
over bids is deemed one of 
the contributors to the last 
recession in the US. But all 
the participants are adamant 
that it is different this time. 

Mr Graham Oempson, co- 
head of European Finance at 
Bankers Trust, said: “The 
hi g h-yield bond market can 
provide cheaper capital than 
the equity market in terms 
of funding growth. It can be 
more flexible than the bank 
market because of looser 
covenants. And it is more 
permanent providing longs' 
maturities." However, bank- 
ing and legal fees and high 
interest charges mean com- 
panies have to pay a high 
price for the flexibility 
offered by junk bonds. 

The big American, securi- 
ties houses are building up 
resources in the hope of tak- 


ing b usiness away from the 
traditional European banks. 
And fund managers are also 
bringing in teams of credit 
analysts to' enable than , to ~ 
evaluate the market 

There are potential prob- 
lems. At this stage, fund 
managers cannot develop 
diversified portfolios of junk : 
bonds, since there are not ; 
enough of them. So the 
impact of any default would 
be disproportionately high- 

Furthermore, there is a 
less developed market in tfis^ 
tressed debt in Europe, 
which increases the risks for 
investors in the case of 
defaults. 

Nonetheless, issuers will 
be encouraged by the fact 
that the spread between the 
yields on European junk 
bonds and government 
bonds has narrowed substan- 
tially during the year. And 
all the investment banks are 
anxious to avoid poor issues 
in the early stages, which 
would cripple a potentially 
profitable market before it ' 
gets going. 
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CREDIT NATIONAL 
U5S100.000.000 
Subordinated collared 
floating rate notes 2005 

for t/w period 20 October 7997 
to 20 April 1998 the notes raff 
bear interest at 5.625% per 
annum. Interest payable on 
20 April 1998 wiU amount to 
USt2a.44perUSO.000, 
US$284 J8 per USSJO.OOO 
andUSS7J09-38per 
(JSS250. OOO note. 


Agent: Morgan Guaranty 
Rrust Company 


JPMorgan 


GBP 10,000,000 

YORKSHIRE 
BUILDING SOCIETY 
Rate Subordinate 
due 1999 

Interest Rare 8.125% 

Interest Poiod 

October 15. 1997 
January 15. 1998 
Interest Amount due on 
January 15, 7898 per 
GBP 100,000 GBP 2,04795 
Banque GEnEralb 
du Luxembourg 
Agent Baric 


FORD CREDIT 

AUTO LOAN MASTER TRUST 
Sedas 1997-1, Floating Rate 
Auto Loan AsMt Backed 

ra.imnei, ■ 

UBwIBni 

Ow April 15, 2002 
pSftJNumbar XSOCT7S7S3150} 

in acocRLmee wet (be toms 
of die documents governing the 
above- referenced Certificates, 
notice is hereby given that the 
r. i Bare per juuuui far die 

interesr Period conunencing 
October 15, 1W7, to JuwyM, 
1996, shall be 5*4781%. The 
amoant of intecest payable on 
January IS, 1996, In reaped to 

etch UiL SI jO00 principal imn* 
of Certificates will be U.S. 
SI 49444033. 


TVE CHASE MANHATTAN BANK 
Q at CpIcv fatten Agon 

October 20, 1997 


1410/1441 Broadway 
Finance, Lid. 

US $174,300,000 
Guaranteed Secured Floating 
Rate Notee Due 1999 

foe to period front October 14, 
199710/4*014, 1 998 rhe No« win’ 
cony m i m o ai rate cf 62303)% 
per aramn with aq interest amat 
of US SIJ7136 per US S50ft» 

princ^al anmnw of Notes payfflb 

on April 14, 19M. 

HratThmot NmYnik, KJL 
. AftontBank 



,S.p.A. 

In conformance with article 6 of Cousob 
Regulation approved with the resolution 
no. 8195 of 30 June 1994, notice is hereby given 
that copies of the Six-Month Report of the 
Company as of 30 June 199?, containing- the 
consolidated data of the Group, have been 
deposited at the Company headquarters and at 
the headquarters of the Consiglio di Borsa: 
(Council of the Bourse ) and will be provided 
upon request ' ..J 

The independent auditor's opinion is included ii 
theRqxnt. . , “ 
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FINANCIAL TIMES MONDAY OCTOBER 20 1997 
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Dervnaris 

iPKr) 

6.7387 

*0X925 347 - 386 

6.7454 

6.6557 

6.725 

2.1 

8.7007 

2.1 

8X943 

2.1 

103X 

Rntad 

(FH 

5X074 

*0X714 042 - 105 

5X145 

52451 

52959 

2X 

52723 

2X 

81784 

2 A 

BIX 

France 

(FFr) 

5X313 

*0X804 300 - 325 

X 9380 

SX578 

5X198 

2X 

5X96 

2.4 

27871 

2 A 

1052 

Samwy 

(DM) 

1.7807 

*0X244 684 - 690 

1.7715 

1.7475 

1.7648 

ZX 

1.7571 

2.8 

1.7Z21 

2 X 

103X 

Oreece 

(Drj 

'277.465 

+3.135 420 - 550 

27BX0O 

272X10 

278-78 

-5X 

280835 

— 4X 

207X65 

-XX 

S5-3 

iretond 

TO 

1.4569 

-0.0146 558 - 580 

1.4703 

1A558 

1/4562 

OX 

1AS52 

OX 

1A556 

0.1 

- 

Italy 

(U 

1727A1 

+21X6 690 - 7S2 

1729.77 

1707X3 

1729.18 

-12 

1732.19 

- 1.1 

1735X1 

-02 

762 

Lusemtxxeg 

(LFr) 

3X4805 

+04605 600 ■ 010 

36X200 

38X100 

3&A05S 

2X 

382S4 

23 

35X605 

22 

102 X 


P) 

1X928 

+0X265 924 - 331 

1X857 

1X688 

1X885 

2X 

1X6 

26 

1X423 

22 

101.7 

Norway 

ms) 

7X687 

+0XB5* 863 - 910 

7X980 

6.9889 

7X743 

2-4 

7X458 

2 A 

6X341 

22 

99X 

Portugal 


180X40 

+2X8 ISO - 200 

180.430 

177X50 

180204 

02 

180.15 

02 

178X8 

0.7 

92X 

SPta 

(Pfo) 

i49xra 

+2X8 250 - 300 

140.430 

147X00 

14923 

0.4 

149X55 

OX 

147.68 

OX 

782 

Sweden 

(SKr) 

7X336 

+0X704 303 - 353 

7X433 

7X635 

7.6237 

1.4 

7X044 

12 

7X304 

IX 

86.1 

Switzerland 

(SFr) 

1A731 

+0X164 726 - 736 

1.4760 

1.4524 

1/4078 

<4 

1A571 

42 

1.4118 

42 

105.0 

UK 

« 

1X150 

-00035 165 - 172 

1X214 

1.6130 

1X148 

1.6 

1X109 

12 

1X949 

1/4 

994 

Ecu 


1.1118 

-0.0126 114 - 121 

1.1240 

1.109 7 

1.1132 

-IX 

1.1164 

-1.7 

1.132 

-IX 

- 

SORT 

- 

0.73130 


- 

- 

- 

- 

- 

- 

- 

* 

- 

America* 

Argorsra 

(Pew) 

0X995 

-0X003 996 - 995 

0X995 

0X995 







_ 

Brszt 

m 

1X998 

*00002 994 ■ 907 

1X069 

1.0993 

■ 

- 

. 

> 

• 

- 

- 

Canada 

(CS) 

1X352 

-0.0019 858 - 886 

ixaao 

1X845 

1X831 

2.7 

1X774 

2 X 

13568 

2.1 

842 

Itaotoo iftawltart 

7.7480 

*0X165 430 ■ 530 

7.7530 

7.7400 

7X585 

-1S.8 

8X675 

-182 

8X78 

-15X 

- 

USA 

<S) 

- 

- 

_ 

• 

- 

- 

- 

- 

- 

- 

1054 

PBCWtaMkldto EasU Africa 
Austrata (AS 1X636 

*0X074 633 - 643 

1X643 

1X833 

1X832 

OX 

1X614 

0.7 

1X53 

OX 

942 

Hong Kong 

msi 

7X40 0 

+0X005 395 - 405 

7.7410 

7.7395 

7.7405 

- 0.1 

7.7414 

- 0.1 

7.7437 

ox 

• 

toria 

m 

36X070 

-0X03 770 - 370 

362370 

38.1950 

36X445 

— 4X 

36X295 

-4.7 

37X42 

-42 

- 

tors* 

0*3 

3X330 

*0X167 280 - 380 

3X433 

3X188 

. 

. 

- 

- 

- 

- 


Japan 

m 

120.110 

+0.14 D60 - 160 

120-750 

119.780 

119X95 

5.1 

118295 

5.0 

114295 

42 128/4 

Malaysia 

(MS) 

3X425 

♦0X625 375 - 475 

3X760 

3.1 72S 

3247 

-1.7 

3256 

-1.7 

3286 

-IX 

ri 

NewZeriand 

PCS) 

1X592 

*0X077 564 - 601 

1X601 

1X677 

1X6 

-OB 

12824 

-OB 

12725 

-09 

- 

PMttoptoes 

(Peeo) 

33X000 

- Qoo - 000 

34X000 

33X000 

■ 

- 

- 

■ 

- 

■ 

. 

Saudi Arabia 

(SR) 

3.7505 

-0X001 504 - 506 

3.7506 

3.7504 

3.7512 

-02 

3.7522 

-02 

3.7SE& 

-02 

- 

Singapore 

<s« 

1X560 

*0X065 560 - 570 

1X570 

1X480 

1X543 

IX 

12505 

1 A 

1237 

IX 

- 

South Africa 

Pi 

4X945 

*0X08 ®0 - 970 

<7000 

4.6820 

<7X5 

-10A 

4X145 

-102 

5.117 

-9X 

- 

Saudi Korea 

(Won) 

915X00 

-a 15 900 - 100 

915.100 

914X00 

- 

- 

- 

- 

- 

- 

- 

Tafcwn 

fra 

2BX200 

*0X855 700 - 700 

20X5OQ 

268000 

29231 

-OX 

2924 

-Q3 

29X325 

-0.4 

- 

Thetend 

(Bt) 

36X500 

* 0.12 000 - 000 

37.4000 

36.7400 

37295 

-142 

38 

-12X 

3923 

-62 

- 


MONEY RATES 

October 17 Omr 

rtgM 

One 

month 

Throe 

rntta 

St* 

mite 

One 

year 

Lorrtx 

inter. 

DfcL 

rote 

Repo 

idle 

Helrjun 

4 

4 

*i 

414 

4ft 

6X0 

2.75 

_ 

wo* ago 

3fi 

44 

38 

4)4 

4J4 

6X0 

275 

- 

Franca 

34 

38 

31* 

38 

4ft 

3X0 

- 

<75 

■w* ago 

3g 

33 

3ft 

3fi 

4ft 

3X0 

- 

<75 

Qenneny 

33 

33 

3ft 

3» 

4K 

4X0 

pun 

3X0 

we* ago 

39k 

38 

3ft 

38 

4 

4X0 

2X0 

3X0 

be toad 

6K 

64 

6ft 

6 

53 

- 

- 

6.7S 

weak ago 

e* 

64 

6ft 

6 

68 

- 

- 

6.75 

rt*y 

« 

&fl 

64 

04 

68 

7.75 

625 

8X2 

we* ego 

08 

68 

6E 

S3 

6ft 

7-75 

625 

6X2 

Nethwfonde 

3A 

3fi 

3% 

38 

4tt 

- 

2.75 

3X0 

we* ago 

3% 

3B 

3ft 

3S 

4ft 

- 

2.75 

3X0 

Swfaerfond 

1H 

«* 

11* 

2 

2ft 

— 

1X0 

- 

we* ego 

1H 

1% 

is 

iB 

2ft 

- 

1X0 

- 

IIS 

SB 

54 

5* 

5g 

S3 

- 

5X0 

- 

we* ego 

Sft 

55 

58 

5* 

5* 

- 

5X0 

- 

Jepen 

8 

v& 

i* 

tt 

s 

- 

0X0 

- 

we* ago 

a 

v* 

V* 

Ys 

A 

- 

0X0 

- 

« $ LIBOR FT London 








Interbank Fbdng 

- 

51* 

SB 

51* 

6ft 

- 

- 

- 

waek ago 

- 

5H 

» 

63 

5» 

- 

- 

- 

US Defer CDs 

- 

546 

522 

5X1 

5.75 

_ 

- 

- 

wo* ago 

- 

546 

547 

5X2 

SX2 

- 

- 

- 

ECU Linked Ds 

- 

41* 

4V* 

4% 

4* 

- 

- 

- 

week ago 

- 

44* 

O'* 

4% 

48 

- 

- 

- 

SDR Linked Dm 

- 

3 3 

30 

33 

SB 

- 

- 

- 

week ago 

- 

33 

3S 

38 

3fl 

- 

- 

- 


to me market 
Thwt, Bonk 


S UBCfl e ra tt an* fotag mas am dived rme* for Si On 
re tare no a barks M Ham aradi working day. Iha MM are: 

MMtait, Bmdaye and MDondl Wrotinta a rer . 
tad ism am taora far foe Sana* lUney Rm. UGS CCO ECU 8 SOR Utad Depooto 

EURO CURRENCY INTEREST RATES 

Oct 17 Short 7 day* One 

tarn nodes 


by four 
at Tokyo 

M. 


Throe Sbt 
months months 


One 


— .~rr f — —■ — — e— »■ rmw»o ran m? not area* motad to da i mwat at 

UtHaifo MM M *-»■> «**. BK. On. end 


am in*ea by oner* kraau , „„ ^ „ ... 

"* « lcl - P M . l ? lli »S” t ”*« Km TIC WWEUTBB OJOSMQ SPOT HATES. Sana 

rafoa (stated ta tw» Mbit mb atao amatfo m 9 m Manat M MfodSNnewXTeom 


TIM 


•dues ate ranted by B» F.T. 


T SOP rtm per 6 far 0c« 16. BMMtter spread* h tne QQMr Soot 1 
quoted to the market but am implied by cunent merest nuts. UK. 

1ft Base average 1900-100. 

The — ch ange idee pibded In ate VfoM are dec notable an Vie internal n Idpr/iwKFTj 


ehmr orty the Met erne 
8 ECU ere quoted in US 


plaoce. Fcmwa rases am 
currency. IP. Morgtto nornkw 


not dracsy 
ndcMOa 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Od 17 BFr OKr FFr DM 


K 


NKr 


Pta 


SKr Sft- 


Ecu 


Belgium 

(BFrJ 

TOO 

1647 

16X6 

4X46 

1.882 

4735 

5/483 

19/43 

494.1 

409X 

20X2 

4.036 

1.885 

3X00 

2.741 

32SX 

2466 

Denmark 

(OKi) 

54.15 

ID 

8.804 

2X05 

1X19 

2564 

2X58 

10.52 

287X 

221X 

11X3 

2.187 

0X18 

2X58 

1.484 

178.3 

1X35 

Ranee 

(FFr) 

81X1 

11X8 

10 

2X62 

1.157 

2912 

3X80 

11.95 

303.9 

251.7 

1X8 7 

2.484 

1.043 

2.337 

1.688 

202.5 

1X18 

Germany 

PM) 

2083 

3X00 

3.353 

1 

0.388 

078-7 

1.127 

4X08 

101.0 

84.40 

4X15 

0X33 

0.350 

0.784 

0:585 

87X1 

0X09 

Ireland 

TO 

53.15 

9X15 

8.641 

2.577 

1 

2517 

2.K J3 

10X3 

262.6 

217-5 

11.12 

2.148 

0.901 

2020 

1457 

17X0 

1X10 

ttsfr 

M 

2.112 

0X00 

0X43 

0.102 

0.040 

100 

0.115 

0.410 

10<3 

8.642 

0/442 

0.085 

0X36 

0.080 

0.068 

6X53 

aos2 

Nriherianda 

CP*) 

1031 

3X81 

2.976 

0X88 

0X44 

866.8 

1 

3X57 

90.45 

74X1 

3X30 

a739 

qxio 

0.698 

0.502 

80X7 

0451 

Norway 

WO) 

SI 46 

9203 

8X67 

2495 

0X68 

2437 

2-811 

10 

254X 

210X 

10.77 

2.078 

0X72 

1.956 

1411 

189.4 

1X69 

Portugal 

(&) 

2024 

3.738 

3X91 

0.981 

0X81 

958.4 

1.108 

3.933 

100 

82X2 

4X35 

0.817 

0.343 

0.769 

0X65 

68X4 

0490 

Spain 

(Pte) 

24.44 

<513 

3573 

1.1BS 

0.460 

1157 

1X35 

4.749 

120.7 

100 

5.113 

0.987 

0.414 

0.929 

0.670 

80.46 

0.603 

Sweden 

(a&) 

47.70 

nftsxt 

7.771 

2X17 

0X99 

9XA 

2.B11 

9X87 

238.1 

195.6 

10 

1.930 

0.810 

1.818 

1.310 

157.4 

1.178 

Setoertand 

(SR) 

24.76 

<573 

4X26 

1X01 

0/486 

1173 

1X53 

4X12 

122.4 

101X 

5.181 

1 

0.420 

0.941 

0.B79 

81.54 

0.611 

UK 

w 

56X9 

10X9 

9X60 

2X60 

1.110 

2793 

3X22 

11.46 

291.4 

241.4 

12X4 

2.382 

1 

2X41 

1.817 

194X 

1.454 

Canada 

PS) 

26X2 

4X80 

4X79 

1X76 

0.495 

1246 

1.438 

5.114 

130.0 

107.7 

5.506 

1X03 

0/446 

1 

0.721 

86.65 

0X49 

USA 

R) 

36.48 

6.737 

5.931 

1.789 

a 686 

1727 

1.993 

7.089 

180.2 

149.3 

7X33 

1.473 

0X18 

1.386 

1 

120.1 

0,899 

Japan 

M 

30X7 

5X00 

4X38 

1473 

0X71 

1438 

1.659 

5X02 

150.1 

124X 

6X55 

1X26 

0.515 

1.154 

0.833 

100 

0.74B 

Ecu 

- 

40X6 

7460 

6X94 

1X68 

0.763 

1921 

2X16 

7.881 

2004 

166.0 

8.486 

1.838 

0.588 

1.541 

1.112 

133X 

1 


UK INTEREST RATES 


LONDON MONEY RATES 

Oct 17 


Over- 

night 


7 days 
notice 


One Three Six 

month months months 


One 

year 


Iraertank Starting 7* - 6 ft 7,1 - 7,** 7,*, - 7 ft 7% - 7ft 7ft - 7ft 7\ - 7,1 
Storing CDs - - 7ft - 7& - 7£ 7Ji - 7* ?B - 7J1 

Treasury Bfe - 7f. - 7»a - 7 

Bar* Bits - - 7 - $3 7ft - 7A 7£ - 7£ 

Local forthonty daps. 6 % - Eft 7-6% 7\ - 7 7,\ - 7% 7\ - 7j>, 713 - 7\ 

Disco** Marker daps 6 {J - 5J2 7 - 6 % 

UK clearing bank base lenring rata 7 par cent from Aug 7, 1997 

Up to 1 1-3 3-6 641 9-12 

month months months m ot a h s 


Belgian Franc 

4)1- 

4* 

4ft 

-4ft 

4ft- 

4ft 

4ft- 

4ft 

4ft- 

4ft 

4ft- 

4ft 

Danish Krone 

SR- 

9^* 

3(1 

-3{* 

3(1- 

3ft 

4 ft- 

a a 

4A- 

4ft 

44J- 

44) 

German Mark 

Sh- 

3 it 

3*2 

-3>B 

31? - 

Sft 

3S- 

3ft 


3B 

4ft- 

4ft 

Dutch Odder 

3*4 

- 3 

3ii 

- 3ft 

3,4- 

34) 

Sit- 

344 

36' 

3{j 

4ft - 

4ft 

French Franc 

3,'.- 

3ft 

3 s ? 

-3ft 

3tt- 

3B 

34?- 

31) 

sft - 

aft 

4ft - 

4ft 

Portuguese Esc. 

s,;- 

5di 

511 

-5B 

V*- 

Sft 

5ft- 

5,4 

5ft- 

5ft 

5ft 

- 5 

Sparta Peoria 

sU- 

W. 

5^ 

-3ft 

5l» 

-5 

Sft 

-5 

Sft 

- 5 

s h- 

Sft 

Storing 

7*0 

- 7 

7ft 

-7ft 

7ft- 

7ft 

7ft- 

7ft 

7ft- 

7ft 

7ft- 

7ft 

Swta Franc 

IS- 

ih 

i e 

-1« 

1ft- 

1ft 

2 A- 

1« 

2ft 

- 2 

2H- 

2ft 

Canarian DoBar 

3 U- 

3ii 

3»8 

■s>? 

3fi- 

3ft 

Hf- 

36 

4ft- 

3t? 

44?- 

4ft 

US Qatar 

5ft- 

5ii 

5U 

• 5li 

sy - 

Hi 

XI- 

sft 

36- 

56 

54) - 

5 S 

ItaSan Lira 

8%- 

e>B 

B U 

-6fi 

8S- 

6ft 

B4J- 

8ft 

Bft- 

8ft 

56- 

54? 

aapeneae Yen 

u- 

h 

h 

- a 

u- 

ft 

U- 

ft 

ft- 

a 

4? - 

41 

Asian SSing 

lit - 

i* 

2h 

-2ft 

3A- 

3ft 

3ft ■ 

3ft 

sa- 


4ft- 

33 

Short form rata* are tad 

tar the US 

Dolor 

end Yen. other*: two days' noose. 



■ THRBE MONTH BUROOOLUUti 

DMM) 

Sim. 

pokes 

of 100% 





OenWi Krona; Fterah Franc, tarwgta n Krona, and O iredhh Kronor per 1 ft Befofcn Franc. Yen. Eacufo, Us m (Men par 10B 
■ MMUKWIMtniMMI Od 125X00 per DM 



Open 

Sett price 

Change 

High 

LOW 

EsLvd 

Open M. 

Dec 

0X75E 

0X685 

-0.0087 

0X754 

0X862 

12.163 

68.024 

Mar 

0X760 

0X693 

-0.0087 

0.5780 

0X680 

7 

2.555 

Jut 

- 

0X710 

-0X087 

- 

0X720 

1 

2.617 

a SMBS I0IM6C nmma SMNQ SR 125v000 per SFr 



Dec 

0X913 

0.6827 

-00084 

0X916 

0.6808 

7.661 

30248 

Mar 

0X020' 

0.8801 

-00084 

0X825 

0.8873 

87 

1.708 

Jun 

- 

0X854 

-00064 

- 

0X940 

3 

267 

■ JAMNESC VM FUTURES 0MM) Yen l2Xm per Yen 100 




Open 

So8 price 

Ctaige 

«gh 

Lew 

EslvoI 

Open M. 

Dec 

0X428 

0X354 

-0.0085 

0X458 

0X350 

33X83 

88X11 

Mar 

0X500 

0X488 

-00084 

0X525 

0X469 

17 

875 

Jun 

0X620 

0X5B4 

-00063 


08610 

2 

185 

B STEMJMQ FUCURU ^MM) £62X00 per C 




Dee 

1X144 

1X140 

-0X010 

1X168 

1X080 

5X04 

29.721 

Mar 

1X0S&: 

-1JB0B+ 

-0X008 

1.8000— 1X018 

3 ••• 

-•.-250 

Jut 


' 1-8030 

-00004 


1X960 

52 ' 

27 


Certs of Tax dep. £100.000) 2ft 5ft 5 5 4% 

Cans of Tax dap. texts Cl 00.000 * Shoe. Ocpoeba wthcfcswn tor cash I 1 * pc. 

Awe. tends retn at rfiacmxit on Oct 17. 6s377pc. ECQD feed rate 9ug. Export Frnsxto. ifoto 
141 day Sep 30. 1907. Agreed rata for period Oct 26. 1097 to Nov 25, 1097. Scheme HI ftSOpc. 
Be fo renoe ram tar period Aug 90. 1907 a* Sep 30. 1997. Schemes IV 6 V ?£94pc. France 
House Base Rate 7>2pc hem Oct 1. 1997 

BANK OF ENGLAND TREASURY BILL TENDER 

Oct 17 Od 10 OO 17 Oct 10 



Open 

Sett price 

Change 

High 

Low 

Eat vcri Open int 

Dec 

94.14 

94.10 

-D.04 

94.15 

94.07 

88.815 

605,884 

Mar 

9<07 

94.01 

-0X6 

94.08 

93X9 

116X63 

448,617 

Jut 

03X9 

93X2 

-0X7 

93.99 

03X9 

00,066 

343X45 

a US TREASURY 1 

Hi rtnuns OMM) Sim per 100% 



Dec 

9S.04 

95X5 

+0.02 

95X7 

95X2 

110 

4.H70 

Mar 

95.02 

95X8 

+0.01 

95X6 

95X0 

249 

4X09 

Jut 

- 

94X9 

- 

- 

94X6 

53 

263 

At Open into net Dp. are for previous (tty 







a PMLAD6LPMW SSC7S OPTIONS (31.250 (cerna par pound) 


Bib oo alter 

eioore 

noon 

Top acceptod rate 

6.9590% 6.9590% 

<% 

Sfrfte 

— 

- CALLS - 

— ■■ 

■ — 

- PUTS - 

— — - 

To* as appseaiioos 

E433W 

£57 1m 

An. rate ol dacount 

6X377% 6X490% 

Adam 6 Company 7.00 

Price 

Nov 

Dec 

Jan 

Nov 

Dec 

Jan 

lotai skcctoed 

£100(11 

notta 

Average yfoU 

70598% 7X714% 

AKed Irish Barit (C8) 7X0 

1X10 

1.75 

2-31 

2.79 

1.18 

1.91 

2.60 

Mta. jpcapfod bid 

£98X65 

£98285 

Offer at oatt tender 

noora noon 

•HareyArsbacha 7X0 

1X20 

1X4 

1.B2 

2X7 

1.68 

2.44 

3.14 

ftkteert at rrtn. tovri 

24% 

4 M 
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THE MUTUAL FUND PUBLIC 
COMPANY LIMITED 

Bor. Mor. Jor. 211 

30th - 32nd Floor, Lake Rajada Building, 

193-195 Ratchadaphisek Road, 

Khlong-Tbey, 

Bangkok 10110 Thailand 

ANNOUNCEMENT 
THE THAILAND FUND 

Re: Cancellation of The Thailand Fund’s Minimum 
Custodian Fee per Annum of Baht 480,000 

The Mutual Fund Public Company Limited (the 
“Company*) acting in capacity of the Manager of The 
Thailand Fund Investment Plan (the “Fund*) would 
like to announce that the Company and the 
Custodian (Krung Thai Bank Public Company 
Limited) have resolved to terminate the minimum 
custodian fee per annum of Baht 480,000. The 
Company has, therefore, applied for the approval of 
an amendment to the Investment Contract of the 
Fund with regard to the cancellation of the minimum 
custodian fee per annum of Baht 480,000 from the 
Office of the Securities and Exchange Commission 
and has been granted the approval from the Office of 
the Securities and Exchange Commission since 
October 6, 1997. In this regard, the cancellation of 
the minimum custodian fee per annum of Baht 
480,000 (the custodian will only receive a fee of 0.1 
per cent per annum of the average net asset value of 
the Fund) would take effect from the year 1997 
onward. 

Announced on October 20, 1997 
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FINANCIAL TIMES 


MONDAY OCTOBER 


201997 


FT GUIDE TO THE WEEK 


MONDAY 


Defence talks 

Japan hosts an Asian defence forum, 
bringing together defence officials from 
20 Asia-Pacific countries to discuss 
regional security issues. The four-day 
meeting marks Tokyo's latest effort to 
carve a broader international security 
role, and follows Japan's agreement 
last month to expand defence 
co-operation with the US and provide 
non-combat support to US forces in 
regional conflicts. At the forum, 
Japanese defence officials are likely to 
address concerns raised by (Thing and 
other Asian countries about Japan's 
growing military role. 

i-SE goes modem 

The London Stock Exchange fang into 
line with the majority of the world's 
big equity markets with the 
introduction of order-driven electronic 
trading for the FTSE list of the top 100 
shares. 


Sol to Tokyo 

El Salvador president. Armando 
Calderon Sol arrives in Tokyo at the 
invitation of the Japanese government. 
Dr Sol will meet the Emperor and 
Japanese government leaders to 
discuss Japan's economic assistance to 
his country following the end of the 
civil war in 1992. 

EU budget 

The European 

y7Y7^L Parliament 

meets in 

draft Ecu90bn 
TU (£62bn) budget. 

MBPS will also 
nXM&AiSs ^ considering 
its contributions to the special 
Luxembourg employment s ummit next 
month. Other points on the agenda 
include chocolate and food additives, 
with British MEPs leading efforts to 
secure access for British chocolate to 
the continental market without any 
changes in name or branding. The 
sitting ends on Friday. 

Whale time 

The International Whaling Comission 
begins its annual meeting in Monaco 
today. Although a final decision is 
unlikely this week, an important item 
on its agenda will be a new Irish 
proposal for a compromise on the 
vexed issue of commercial whaling by 
Japan and Norway. Ireland is 
suggesting the creation of an 
International whale sanctuary which 
would ban all commercial whaling In 
international waters but allow whaling 
for domestic consumption only In 
coastal waters. Britain, which has led 
opposition to all commercial whaling 
on the grounds that it is cruel and 
unnecessary, said last week it might 
agree to such a compromise if it led to 
a permanent reduction in the number 
of whales killed by Japan and Norway. 


Other economic news 

Monday: A slew . of 
important German data is 
released during the week, 
with inflation, producer 
prices and key money supply 
figures to be published. 
Interest will be in seeing is 
the Bundesbank’s decision to 
raise rates was justified by 
domestic conditions. 
Tuesday: The US balance of 
trade in goods and services 
is predicted to have eased 
somewhat in August, after 
the deficit in July widened 
by S2bn over June. 
Wednesday: Preliminary 
estimates of the Italian 
Cities consumer price index 
for October are published on 
the 22nd and 23rd. The rise 
in sales tax will force up the 
rate of inflation, towards the 
forecast rate of 19 per cent 
for 1997. 

Thursday: The continued 
downturn in Japan should 
see both sets of leading indi- 
cators of business conditions 
dipping below 50 per cent 
Friday: A big day for the UK 
economy, with third quarter 
GUP and visible world trade 
figures for August coining 
out The GDP data may sug- 
gest the UK economy is 
expanding well above trend 
rates of growth, at around 4 
per cent armnai increase. 



Wednesday bv Prime Ml n i sta* Tony 


Surveys: 

South Africa, Aluminium 

Holiday 

Somalia. 


THURSDAY 


Japanese results 

Japanese securities companies 
will announce interim business results 
for the March-September first half of 
their business year. The impact of 

ensnaring all big four brokers 

on charges of illegal dealings with 
corporate racketeers are likely to cut 
into their first-half earnings. Nomura 
Securities, the largest, has been 
particularly hard hit by penalties 
including fines and suspension from 
equity trading on its own account 

Emu views 

Eddie George, governor of the Bank of 
gn pfanri a»rwl l fi rm Brittail, VXCG 


stay away. England, ted by.NIgd Short 
and Michael Adams and sponsored by 
private bankers Duncan Lawrie, won 

the 1997 European title ahead of the 
Russians and are the only other 

country with three grandmasters in the 
world top 2Q.'(untiI November 3.) 

Holidays 

Malaysia, New Zealand, Turks and 

Caicos Islands, Za m bi a. 


SATURDAY 


Foreign words 

European Union foreign ministers meet 
In Mondorf. Luxembourg, to discuss a . 
blueprint for the Union’s planned 
enlargement to central and eastern 

enrope. At issue is the cost, planned 

reffcnas of the Common Agricultural. 
Policy, how the 10 applic ants 
should begin negotiations an entry 
early next year. 


Motor function 


The Tokyo * 

Motor Show 
opens at the. 
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The International Whaling Commission wi I consider requests for a limited resumption of commends) whafirtg this week 


Although governments have agreed a 
moratorium on commercial whaling, 
Japan and Norway have continued 
whaling under an IWC loophole 
allowing it for “scientific" purposes. 
The IWC will also examine requests 
from the US and Russia for quotas for 
whaling by aboriginal tribes, and see a 
renewed attempt by the UK to ban 
electric lances used to kill whales 
wounded but not killed by explosive 
harpoons. 

UN on the case 

The UN’s special rapporteur on the 
independence of judges and lawyers 
begins a 10-day fact-finding mission to 
London and Belfast Param 
Cumaraswamy of Malaysia plans to 
probe possible harassment of lawyers 
defending suspected Irish Republican 
Army (IRA) members. Mr 
Cumaraswamy will meet ministers, 
judges and lawyers and hopes to visit 
Northern Irish detention centres 
during his trip- The UN has received 
numerous allegations of harassment of 
defence lawyers by police, including 
reports of threatening telephone calls 
in the middle of the night The case of 
a lawyer who was threatened and later 
killed in 1992 will also be on Mr 
Cumaraswamy’s agenda. 

Scotch mist 

The National Society for Clean Air and 
Environmental Protection holds its 
annual conference, ending Thursday, 
in Glasgow. 

Country matters 

EU farm ministers gather today and 
tomorrow in Luxembourg to attempt to 
agree on a unified position an 
controversial proposals to reform the 


Common Agriculture Policy ahead of a 
planned enlargement eastwards in the 
next century. They will concentrate on 
sectoral reform. Several member states 
are still strongly opposed to planned 
cuts of up to 30 per cent in support 
prices for cereals, beef and mine. 


Holidays 

Guatemala. Jamaica. Kenya, Virgin 
Islands. 


|| TUESDAY 


Money talks 


French national assembly opens debate 
on 1998 budget spending by ministry - 
starting with justice today, civil 
service, state reform and 
decentralisation on Wednesday and 
Thursday, infrastructure and transport 
on Friday. 

Surveys: 

Bulgaria, Venezuela 


Holidays 


British Virgin Islands, Burundi. 
Hundnras, India, Somalia. 


|| WEDNESDAY 
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WTO breakaway bid 

The general council of the World Trade 
Organisation meets in Geneva to 
decide whether to sever all links with 
the United Nations relating to pay and 
conditions of service of employees. 
WTO members decided in 1994 that the 
organisation should be outside the UN 
system but WTO staff (and their 


pension scheme) are still subject to UN 
pay and conditions drawn up in New 
York. Staff representatives say the 
move will be at worst cost neutral and 
at best will save money since UN rales 
do not permit efficiency measures 
including performance-based pay and 
regular fixed term contracts. 

Print sale 

Sotheby's sale in London of old master, 
19th & 20th century and contemporary 
prints, fwfllnrfing e tching s and 
lithographs from the personal 
collection of 19th century French 
printmaker Felix Buhot. 

Climate row hots up 

Officials meet in Bonn for a final round 
of preparatory talks for international 
negotiations to combat climate change 
in Kyoto, Japan in December. The talks 
will try to narrow two main areas of 
disagr eement looming ahead of the 
Kyoto meeting - over precise targets 
for reducing greenhouse gas emissions 
which industrialised nations have 
undertaken to negotiate at Kyoto, and 
over US calls on developing countries 
to settle on a timetable for agreeing 
curbs of their own. 

Business forum 

The Commonwealth Business Forum 
opens at the InterContinential Hotel in 
London. The two-day conference is 
designed to provide a business input 
into the Commonwealth summit 
opening two days later in Edinburgh, 
by exploring the Commonwealth’s use 
as a network for encouraging trade and 
Investment The conference, jointly 
organised by the Commonwealth 
Secretariat, the UK government and 
the Financial Times, will be opened on 


are key speakers at a Royal Institute of 
Economic Affairs two-day conference 
on European economic and monetary 
union in London. 


Holidays 

Hungary, Israel, Thailand. 

Surveys: 

The Netherlands, Biotechnology 



I FRIDAY 


Commonwealth meets 

The Commonwealth opens Its four-day 
summit in Edinburgh, with trade and 
investment ostensibly at the top of an 
agenda that is, however, likely to be 
dominated by political issues of 
democracy and good government 
Nigeria will be absent because it has 
been suspended from Commonwealth 
memb ership pending restoration of 
civilian rule there. But Commonwealth 
leaders will have to decide what 
further pressure, if any, they can bring 
to bear on Nigeria. After spending 
Sunday in St Andrews for their . . 

tra ditional “ retr eat" for informal talks, 
Commonwealth leaders end their 
summit on Monday. 

Board battle 

The Russians, 
the Olympiad 
champions, are 
topeeededat 
the 10-nalian 
world chess 
team 

championship 
in Lucerne, 
with Ukraine 
and the US leading contenders. But ' 
their top pair, Gary Kasparov and - 
V Tadhtp r Kramnik, haw derided to 


SUNDAY 





Compiled by Roger Beale. 
Fax: (+44) (0)171 873 3837. 


ECONOMIC DIARY 


St a t is tics to be released this week 


economic 

StaSsSc 


SING PORE Sap non-ofl domestic exports 
CANADA Aug wholesale tradet' 

GERMANY Sap Ifo west business climate index 
. SWEDEN Aug current account 
CANADA Aug merchandise exports!* 

CANADA Aug m erc ha ndise tnportsf 
CANADA Aug merchancSae trade surpfcs 
CANADA Sep feed Mteatofsf* ' * 

AUSTRUA Q3 consumer price. index' 

AUSTRUA Q3 underlying Inflation !■ 

FRANCE. JuVAug Industrial production!* ' 
FRANCE Jui/Aug Industrial prod cnEenergy* 
DENMARK Sep consumer price indew” 

UK . Sep rated salesT • ; 

UK -• Sep ratal! sales" : 

MALAYSIA Aug M 3r ■ ■ •' •• ‘ - 

CANADA Sep cons price irtttx aU items, notf" 
CANADA Sep cons prioe inch afl Rems.nbttT* 
CANADA Sep eon pri ind ex4bodfenergy natf** 
CANADA Aug wtaflaafesf*. 

I TALY (toiletries consumer price Index* 
I TALY ‘ Oct 11 cities cohslBner,f* ft i 8 J' 1cfexr 
J APAN Aug cotocident Index' g ' > ■* Z 
J APAN Aug leading differential index ' ’ 
AUSTRUA 03 AWOTE (wages) preSmlnary ; 


C$1.7bn 


Previous 
Actual • 


SKr6.6bn 


CSl.7bn 


Dqr 

Wowed Country 


Economic 

Statistic 


zjs% ■: 


1 . 8 % 
1.6% ’ 


1*96 


1.4% 

90.0% 

2Z296 


FINLAND Aug unemployment rate notf (SI) 13.7% 12.4% . -v;. 

UK Sep M4* 0.7% OS% - 

UK . Sep M4~ 11 J% - 1l.6% - 

UK Sep M4 lending 4.7bn • 4-Pbn 

CANADA Aug international C$ securities tons CSTOfrn CSSOOm’ 

Fri FRANCE Aug trade bejanost - FFi2fL5bn ■ FFr22360 .• 

Oct 24 FRANCE Sep consumer price index fired* 0- 2% ■ . ' . WAl ■ r 

FRANCE Sep consumer price index fhaT” 13%. N\A 

UK 03 preim gross domestic product” 1.0% • • 11096 

UK 03 prefim gross domestic product” 3.9% S5K . 

UK Aug global visible trade . -£750bri . ■ -£450ro 

UK . , Sep ex-SJ visfote trade . •• . -£50®n; .'-• -ESSflcn ' . ; 

SWEDEN Sep trade balance . SKr7bn X. SKtfJ9bn : : 

SiB . MALAYSIA Aug. manufacturing sales**. . . NflA ' •' 7.7% , y. 

Oc t 25 TAIWAN: Sep,M2T ■ . . . N/A ' ' ■ -7-09%' 

TAIWAN Sep TO wervea > . , -. N/A : • <8ZjBbn , 

H*KQNG~ Aug retaB sales real N/A * 1 j5%. ~ "V 

During the week... ' ■ ' • • • /' * 

GERMANY Sep M3 from 04 86 base ' 5.7%. •’ 5^% ’ . 

SPAIN Aug trade, bafance ... -PtHlfiTbn -Pta210far 

GERMANY Sep import prices- • , . /■ • -ai% ; 09% 

GfflMANY Sep Import prices** . •. 4^% 5^4% 

GERMANY Aug fradetiateice ' ' v . . DMUL3bn DMH.lb^T 

GERMANY Aug current account V ’ . -DM3.Qbn -OM3>4bp • 

; *mrth on mn«ti,**yr on yr. ~qurfr cn qiilr, tsaasonaiy a%jstad StsSisSc^courlESy^axiad&Poa^tOita. 


FFr205bn H=r2236n 


3b5% J 
.-e450n»-'u! 
•-EBBStn-' 
SIWJBbh -- 


5.7%. 


DMUL3bn 

-DM3.Qbn 


-Pta210bn 


DMfLTbri- 


ACROSS 

1 Church councils saying 
wickedness has the advan- 
tage? (6) 

4 Conclude a telephone can 
leads to a personality prob- 
lem (4,2) 

8 Increase Aunt Meg’s confu- 
sion (7) 

9 Injured fliers returned to 
base (7) 

11 A team captain who knows 
the score? (10) 

12 Does badly In verse transla- 
tion (4) 

13 No end of good fortune con- 
cerning money (5) 

14 Gave woof of the healthy 
herd’s condition (8} 

16 Married in the old-fash- 
ioned way (8) 

18 Lowered oneself? (5) 

20 Give out the wrong time (4) 

21 Where they try and force 
soldiers to be good? (10) 

23 It’s a man in trouble - this 
will keep him going (7) 

24 It’s working in fashion 
she’s found (7) 

25 He's engaged in outdoor 
pursuits (6) 

26 Winner takes part in rous- 
ing game (6) 


DOWN 

1 So American a composer (5) 
‘ 2 Number in coma possibly 
wandering around (7) 

3 Stupidity shown by a thick- 
head? (9) 

5 Rock’s ending in sacred 
place (5) 

6 Having the hump CD 

7 Quietly go back to book for 
earlier instance (9) 

10 Developed idea drawn from 
a bygone era (9) 

13 The final, final chance to 
light a cigarette (4J>) 

15 Observes and steals money 

<5,41 

17 An old empire sofa (7) 

19 He and I are inseparable (7) 

21 Bottled Spirit .... (5) 

22 . . . -and wood spirit (5) 



WINNERS 9,498: Mrs CA Dnewett, tendoi i W* 
Armitage, Luxembourg; M. Garter, London W12, DJH. 
Moss, Edinburgh. 


MONDAY PRIZE CROSSWORD 

No. 9,510 Set by DANTE 

Six bottles of Davys Celebration Champagne for the first correct solu- 
tion opened and three runner-up prises of £40 Davys food and win® 
vouchers redeemable in person or by post These pri z e s are available 
only to winners living in England. Scotland and Wales. Winners with 
overseas addresses wul receive a set of silver-plated place bases 
and cards. Solutions by Thursday October 30, marked Monday Cross- 
word 9£10 an the envelope, to the Financial Times, 1 Southwark Bridge, 
London SE1 9HL, Solution m Monday November 3. Please aDow 28 days 
for deUvery of prizes. 


Solution 9,498 


aaaaanna hqboeie 
a a a □ bob 
saHnanas 000000 
0 m o a 000 
aaaanQHS 000000 
□ HaHQann 
0000000000 

0 QII 0 B 000 

asanaoaHaa 

000000 00000000 

ana a □ b g 

□aaann 00000000 

0 a a 0 0BB 

030000 00300000 


•avys 


JRBME IRDVES Aim EATING 














